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MEMORANDUM 

TO:  Members.  Subcommittee  on  Economic  Development 

FROM:  Subcommittee  Staff 

SUBJECT:      SUMMARY  OF  SUBJECT  MATTER  -  HEARING  OF  JANUARY  15.  1993 

INVESTING  IN  AMERICA'S  INFRASTRUCTURE:   SHORT  AND  LONG-TERM 
STRATEGIES  -  THE  NEED  FOR  ECONOMIC  STIMULUS 

On  Friday.  January  15.  1993  at  9:30  AM.  2167  RHOB.  the  Subcommittee  will  begin  a 
series  of  hearings  on  the  subject  of  "Investing  in  America's  Infrastructure:  Short  and 
Long-term  Strategies".   Witnesses  for  the  first  day  have  been  invited  to  address  the  need 
for  economic  stimulus. 

As  new  data  becomes  available  about  the  condition  of  our  economy  -  about  rates 
of  unemployment  and  job  growth,  about  the  Gross  Domestic  Product  (GDP)  and  the 
budget  deficit  and  a  host  of  other  indicators  -  the  dialogue  grows  about  a  trade-off 
between  Federal  investments  in  core  infrastructure  and  human  capital  versus  reducing  the 
deficit. 

Clearly,  the  size  of  the  budget  deficit  has  a  tremendous  impact  on  public  and 
private  investment  and  strengthening  our  economic  growth.   But.  investment  to  promote  a 
healthy  economy  and  upgrade  the  standard  of  living  for  our  citizens  depends  also  on 

(1) 


adequate  infrastructure  to  improve  our  productive  capacity  for  the  future  as  well  as 
training  and  technological  advances.  Among  the  questions  to  be  considered  are:   Is  it  wise 
to  look  at  these  issues  in  either/or  terms;  or  should  we  view  them  both  as  essential 
elements  to  enhance  economic  growth  that  must  be  dealt  with  simultaneously? 

The  purpose  of  these  hearings  is  to  help  us  assess  the  many  factors  involved.  We 
want  to  review  the  options  facing  both  the  Congress  and  the  new  Administration  as  we 
seek  to  set  priorities,  develop  policy  directions  to  improve  our  Nation's  economy,  create 
more  jobs,  and  enhance  our  competitive  position  in  a  global  economy. 

State  of  the  Nation's  Economy:   For  several  months  the  Nation's  economy  has  struggled  to 
maintain  a  positive  recovery  from  the  recession  which  began  in  1990.     Technically,  the 
recession  ended  in  March  or  April  1991.   In  the  third  quarter  of  1992  the  Nation's  gross 
domestic  product  grew  at  an  annual  rate  of  3.4  percent. 

For  1993,  analysts  are  predicting  a  relatively  slow  rate  of  growth  varying  between 
2.8  percent  to  slightly  over  3  percent.   This  is  considerably  less  than  the  average  growth 
rate  of  nearly  6  percent  following  four  previous  recessions  since  World  War  II. 
Inflation  for  1993  is  predicted  to  hold  at  a  3  percent  rate  and  our  dollar  is  expected  to  be 
stronger  against  the  Japanese  yen  and  the  German  mark. 

Clearly,  the  modest  growth  predicted  for  1993  will  not  affect  all  regions  of  the 
Nation  evenly  nor  will  all  industries  experience  recovery  at  the  same  rate. 

The  Commerce  Department,  in  its  recently  released  annual  industrial-outlook 
report,  forecast  a  moderate  but  broad-based  recovery  in  1993  with  most  sectors 
experiencing  growth  although  at  varying  rates.  High-tech  industries  (computers  and 
semiconductors)  are  likely  to  do  well  along  with  medical  equipment,  the  durable-goods 
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sector  (including  autos),  and  industrial  machinery  and  metal-working  equipment. 
Aircraft,  aerospace  and  related  businesses  will  move  more  slowly  and  the  construction 
sector  will  continue  to  be  somewhat  weak.    Many  service  industries  should  do  reasonably 
weU  with  home  entertainment,  apparel  and  restaurants  expected  to  lead.  However, 
despite  the  predicted  growth  in  manufacturing,  significant  job  growth  in  that  sector  is  not 
expected. 

As  our  domestic  economy  grows,  imports  are  expected  to  show  an  increase.   This 
could,  however,  reverse  the  recent  positive  trend  of  the  trade  deficit  and  have  a  negative 
impact,  particularly  if  our  exports  decline  due  to  economic  slowdowns  in  Japan  and 
Western  Europe. 

A  matter  of  major  concern  is  that  the  growth  in  the  economy  generally  is  not 
expected  to  create  a  significant  number  of  new  jobs.   In  1992,  new  job  growth  averaged 
about  50.000  a  month  which  is  only  iy20th  of  one  percent  of  total  jobs.  Economists  are 
concerned  that  unless  the  50.000  number  is  at  least  doubled  in  1993.  the  economic 
expansion  could  stall  as  it  did  in  1991  and  early  in  1992. 

Job  gains  reported  in  December  1992  were:  70,000  jobs  in  service  industries;  15,000 
in  retailing;  and  3.000  in  manufacturing.  Jobs  in  government  declined  by  22,000  and  in 
construction  by  5,000.   In  total,  jobs  in  December  increased  by  only  six  one-hundreds  of 
one  percent. 

The  number  of  discouraged  workers  was  1.1  million  in  the  fourth  quarter  of  1992 
and  an  estimated  6.3  million  people  were  working  only  part  time  in  December  for 
economic  reasons,  according  to  Bureau  of  Labor  Statistics  data. 

In  a  recent  poll  conducted  by  Blue  Chip  Economic  Indicators,  50  leading  economists 


forecast  an  increase  of  1.59  million  jobs  in  1993,  which  is  almost  three  times  the  557,000 
nonfarm  jobs  reportedly  created  in  1992.    While  the  predicted  increase  would  be  the  best 
employment  performance  since  1989,  it  certainly  will  not  match  the  job  growth  in  the 
recovery  period  following  the  recession  of  the  early  1980's.   In  1983.  there  was  an  increase 
of  3.5  million  jobs  and  in  1984  an  increase  of  3.98  million.   In  fact,  according  to  Blue  Chip 
figures,  this  degree  of  job  growth  would  be  sufficient  only  to  take  the  present 
employment  rate  of  7.3  percent  down  to  7.0  percent  for  all  of  1993. 

The  national  civilian  unemployment  rate  was  7.3  percent  in  December  1992,  the 
same  as  in  November.   This  is  down  from  the  year's  high  of  7.7  percent  in  June  1992  but 
higher  than  the  7.1  percent  rate  of  December  1991.    Attached  is  a  copy  of  the  December 
unemployment  rates  for  11  major  industrial  states. 

Consumers,  showing  renewed  confidence,  gave  retailers  the  best  Christmas  sales  in 
about  four  years.  But  the  December  increase  was  due  to  the  Christmas  season  surge  in 
credit  purchases  and  not  due  to  any  underljdng  increase  in  incomes.  Thus,  it  may  not  be 
sustained.  Analysts  have  pointed  out,  however,  that  consumers  must  feel  reasonably 
secure  about  a  growing  economy  and  see  gains  in  jobs  and  income  if  they  are  to  continue 
to  increase  spending. 

Attachments: 

Witness  List 

Unemployment  rates  - 11  major  industrial  states 

Chart  -  National  Non-Agricultural  Employment 


READ  44 
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BC-Unempioyment-States,100 
With  PM-Economy 

WASHINGTON  (AP)   Here  are  the  unemployment  rates  in  December 
for  11  major  industrial  states  as  reported  Friday  by  the  Labor 
Department: 

California,  9.7  percent,  down  from  10.1  percent  in  November. 

Florida,  6.8  percent,  down  from  7  5  percent. 

Illinois,  7.1  percent,  up  from  6.2  percent. 

Massachusetts,  8.6  percent,  down  from  9  percent. 

Michigan,  7.9  percent,  unchanged. 

New  Jersey.  8  percent,  down  from  8.7  percent. 

New  York.  8.4  percent,  up  from  8  percent. 

North  Carolina.  5.5  percent,  down  from  5.9  percent. 

Ohio.  7.2  percent,  down  from  7  4  percent. 

Pennsylvania,  7.2  percent,  up  from  7.1  percent. 

Texas,  7.8  percent,  up  from  7  6  percent. 
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INVESTING  IN  AMERICA'S  INFRASTRUCTURE: 
SHORT-  AND  LONG-TERM  STRATEGIES 


FRIDAY,  JANUARY  15,  1993 

House  of  Representatives, 
Subcommittee  on  Economic  Development, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  9:30  a.m.,  in  room 
2167,  Raybum  House  Office  Building,  Hon.  Robert  E.  Wise,  Jr. 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Wise.  This  hearing  of  the  Economic  Development  Sub- 
committee of  the  Public  Works  and  Transportation  Committee  will 
come  to  order. 

I  want  to  welcome  all  our  witnesses  here  today  and  thank  you 
for  taking  the  time  to  be  with  us  this  morning,  especially  on  such 
short  notice.  I  am  happy  to  inform  you  that  you  are  participating 
in  the  first  hearing  that  is  being  held  in  the  House  of  Representa- 
tives of  the  103rd  Congress.  With  the  cooperation  of  our  full  com- 
mittee Chair,  Mr.  Mineta,  and  Ranking  Member,  Mr.  Shuster,  and 
of  course  the  Ranking  Member  of  the  subcommittee,  Ms.  Molinari, 
I  am  delighted  to  say  this  committee  thinks  it  can't  wait  for  the 
inauguration  and  for  a  lot  of  other  things  to  happen.  But  the  man- 
date from  the  voters  was  loud  and  clear:  We  want  action,  and  ac- 
tion in  improving  the  economy.  Certainly  this  is  a  key  place  to 
start. 

I  also  want  to  welcome  our  subcommittee  Members,  many  of 
whom  junked  their  schedules  to  be  here.  I  greatly  appreciate  the 
opportunity. 

I  want  to  promise  you  something.  We  will  get  greater  notice  of 
meetings  of  hearings  in  the  future.  As  I  say,  we  thought  this  was 
urgent. 

The  debate  is  on  the  degree  to  which  there  should  be  investment 
in  America's  infrastructure.  We  want  to  help  develop  that  informa- 
tion. 

Let  me  also  inform  Members  that  we  will  be  holding  an  organiza- 
tional meeting  and  we  hope  to  have  a  notice  out  of  that  by  Wednes- 
day, January — I  believe  the  meeting  we  are  shooting  for  is  Wednes- 
day, January  the  27th  at  2:00  p.m. 

Today  the  subcommittee  begins  its  series  of  hearings  on  invest- 
ing in  America's  infrastructure,  short-  and  long-term  strategies.  We 
focus  the  first  dav  on  the  need  for  economic  stimulus. 

New  data  has  become  important  on  the  condition  of  our  economy 
to  the  debate  on  whether  infrastructure  investments  should  be  ini- 
tiated quickly  to  bolster  the  economy  and  create  jobs,  or  whether 
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we  should  simply  concentrate  on  deficit  reduction.  I  quite  honestly 
think  it  is  a  twofold  process,  that  both  have  a  place.  You  can't  re- 
duce the  deficit  significantly  over  time  unless  you  have  growth.  At 
the  same  time,  deficit  reduction  is  essential  to  that  growth.  But  I 
have  to  stress  the  need  for  growth  as  well. 

I  get  a  bit  concerned  when  I  see  that  while  we  have  been  tech- 
nically in  a  recovery  for  at  least  well  over  a  year  now,  by  economic 
definitions  it  is  a  recovery  in  which  job  growth  is  about  one-third 
the  rate  of  past  recoveries. 

I  would  point  to  you  both  these  charts  over  here,  but  particularly 
the  second  chart  which  is  national  nonagricultural  employment, 
and  that  is  over  a  period  of  time.  If  you  notice,  it  is  basically  a  flat 
line. 

Now,  I  happened  to  visit  an  intensive  care  unit  recently.  I  was 
just  a  visitor,  and  when  I  walked  in  I  noticed  a  heart  monitor.  If 
you  get  wheeled  into  a  heart  imit  with  an  EKG  and  a  heart  line 
like  that,  they  pronounce  you  dead  or  at  least  administer  a  stimu- 
lus as  quickly  as  possible.  I  suggest  our  economy  may  be  in  the 
same  situation. 

So  I  think  it  is  very  worthwhile  for  us  to  be  having  this  discus- 
sion. 

We  are  also  witnessing  structural  changes  in  our  economy  that 
resulted  in  the  weakening  of  many  old  line  industries — coal  and 
steel  in  my  own  state,  and  everyone  can  point  to  some.  We  are  of 
course  witnessing  the  development  of  new  industries. 

Clearly  the  economic  well-being  of  America  is  at  stake.  Although 
the  Cold  War  has  eased,  we  face  enormous  economic  challenges 
from  the  rest  of  the  world.  I  believe  we  are  up  to  it,  but  I  also  be- 
lieve it  requires  a  new  era  of  investment.  Investment  that  is  sepa- 
rated from  consumption,  and  that  focuses  on  a  long-range  strategic 
plan  for  both  growth  and  long-range  deficit  reduction. 

Simply  cutting  and  cutting  without  putting  in  place  that  infra- 
structure to  help  you  grow,  I  think  turns  out  to  be  counter- 
productive. As  I  say,  I  believe  we  can  incorporate  both  these  strate- 
gies in  the  context  of  a  long-term  strategic  plan. 

The  hearings — and  I  want  to  stress  this  begins  a  series  of  hear- 
ings— will  look  at  means  of  stimulating  economic  development,  ad- 
ditional private  investment,  and  enhancing  productivity. 

I  ask  unanimous  consent  to  introduce  the  rest  of  my  statement 
for  the  record. 

[Mr.  Wise's  prepared  statement  follows:] 


OPENING  STATEMENT  OF  THE  HONORABLE  BOB  WISE 

CHAIRMAN.  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

FIRST  DAY  OF  A  SERIES  OF  HEARINGS  ON 

INVESTMENT  IN  AMERICA'S  INFRASTRUCTURE: 

SHORT  AND  LONG-TERM  STRATEGIES 

NEED  FOR  ECONOMIC  STIMULUS 

JANUARY  15.  1993 

Today,  the  Committee  is  begimiing  a  series  of  hearings  on  "Investing  in 
America's  Infrastructure:  Short  and  Long-Term  Strategies.     The  focus  of  this  first 
day  is  on  the  need  for  economic  stimulus.    The  issues  we  will  be  discussing  are  of 
fundamental  significance. 

As  new  data  has  become  available  concerning  the  condition  of  our  economy, 
the  debate  on  whether  infrastructure  investments  should  be  initiated  quickly  to 
bolster  the  economy  and  create  jobs  or  whether  we  should  concentrate  on  reducing 
the  budget  deficit  has  intensified.    Certainly  it  is  a  major  topic  of  discussion  by  the 
media,  by  the  President-Elect  when  interviewed  and  by  his  Cabinet  appointees  at 
confirmation  hearings  —  and,  it  is  a  matter  of  considerable  concern  to  many  of  us  in 
the  Congress,  particularly  Members  of  this  Committee. 

While  technically  the  recovery  from  the  recession  started  in  the  first  quarter 
of  1991.  the  rate  of  growth  has  been  agonizingly  slow.  Our  Gross  Domestic  Product 
(GDP)  for  the  year  1992  is  estimated  to  have  mcreased  only  at  an  average  rate  of  2.9 
percent.  For  1993.  analysts  are  predicting  continued  slow  growth  varying  on  a 
quarterly  basis  between  2.8  percent  to  slightly  over  3  percent.   The  present  rates  are 
way  below  the  average  growth  rate  of  nearly  6  pjercent  following  four  previous 
recessions  that  occurred  since  World  War  II  and  they  are  nowhere  near  strong 
enough  to  generate  a  significant  number  of  new  jobs. 

The  national  civilian  unemployment  rate  for  last  December  was  7.3  percent, 
the  same  as  the  previous  month.   The  good  news  was  that  the  rate  was  down  from  the 
peak  of  7.7  percent  last  June;  the  bad  news  is  that  it  was  higher  than  the  rate  of 
December  1991  at  7.1  percent.   The  number  of  discouraged  workers,  those  who  have 
stopped  looking  for  work,  was  an  estimated  1.1  million  m  the  fourth  quarter  of  1992 
and  another  6.3  million  people  could  only  find  part  time  work  in  December. 

The  present  outlook  is  not  too  encouraging  for  these  unemployed  and 
underemployed  people.  50  leading  economists,  recently  polled  by  Blue  Chip  Economic 
Indicators,  forecast  an  increase  in  1993  of  1.59  million  jobs  -  almost  three  times  the 
nonfarm  jobs  created  in  1992.   But,  again,  job  growth  following  this  recession  is 
nowhere  near  the  number  of  jobs  created  following  the  recession  of  early  1980  when 
there  was  an  increase  of  3.5  million  jobs  in  1983  and  another  3.98  million  in  1984.  Nor 
will  it  result  in  a  dramatic  drop  in  the  unemployment  rate. 

Furthermore,  we  have  witnessed  many  structural  changes  in  our  economy  that 
have  resulted  in  the  loss  or  weakening  of  many  old  line  industries  —  such  as  coal  and 
steel  in  my  own  state  of  West  Virginia  -  and  the  growth  of  new  high  tech  industries 
requiring  employees  with  new  and  different  skills.   In  addition,   many  of  the  Nation's 
largest  corporations  are  downsizing  to  be  "lean  and  mean"  in  order  to  compete  in 
global  markets.  Hundreds  of  thousands  of  workers  are  being  let  go  in  cost-saving 
measures  or  as  new  technology  pewuits^high  production  of  goods  and  services  with 
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fewer  people.   These  are  not  recession-related  job  losses  and  are  not  likely  to  be 
regained. 

Clearly,  the  economic  well-being  of  Americans  is  at  stake.   Although  the  Cold 
War  has  eased,  we  are  now  facing  serious  economic  challenges  from  the  rest  of  the 
world. 

I  believe  we  are  up  to  that  challenge.  However,  I  think  that  first,  all  of  us  — 
all  levels  of  government  as  well  as  private  industry  —  must  overcome  some 
short-sighted  decisionmaking  over  the  last  several  years  that  led  us  to  ignore  the 
benefits  of  long-term  capital  investment  and  concentrate  on  balancing  books  or 
budgets.  I  believe  we  need  to  incorporate  both  these  strategies  together. 

We  have  an  enormous  responsibility  before  us  to  develop  policies  that  will 
assure  that  the  Nation  continues  to  be  a  strong  economic  power  and  that  will  enhance 
the  ability  of  industries  to  operate  successfully  in  global  markets. 

This  Committee  has  a  long  history  of  legislative  activity  that  has  shaped  the 
growth  of  the  Nation,  changed  life-styles,  transformed  the  way  we  do  business  and 
spread  economic  development  to  every  region  of  the  country.   Laws  pertaining  to 
early  navigation  on  inland  waterways,  to  clean  water  and  sewerage  treatment,  to 
airports,  to  the  Interstate  Highway  System  authorized  in  1956  and  the  Intermodal 
Surface  Transportation  Efficiency  Act  of  1991,  are  but  a  few  notable  examples. 

Now  we  must  determine  how  we  can  best  use  infrastructure  investment  to 
further  economic  develbpment.  to  stimulate  additional  private  investment,  and  to 
enhance  productivity. 

In  my  view,  it  is  not  enough  to  focus  solely  on  monetary  policy,  tax  incentives 
or  deficit  reduction.  Given  the  high-unemployment-slow-growth  condition  of  our 
economy,  we  must  take  more  drastic  action.    We  should  move  on  both  short-term 
and  long-term  programs.   We  must  stimulate  and  rebuild  our  economy  by  providing 
the  necessary  support  to  encourage  new  business  start-ups  and  enable  existing  business 
and  industry  to  flourish,  create  jobs  for  our  citizens,  and  compete  on  a  global  scale. 
Public  infrastructure  is  an  essential  foundation  that  encourages  growth  in  private 
investment  and  industry. 

Before  concluding  my  remarks  I  want  to  express  my  high  regard  for  Norm 
Mineta,  who  chairs  our  Full  Committee.   He  is  very  concerned  and  knowledgeable 
about  these  issues  and  has  a  wealth  of  experience,  as  a  former  mayor  and  as  former 
chair  of  several  Public  Works  and  Transportation  subcommittees.    I  look  forward  to 
working  with  him  on  these  important  matters  before  our  Committee. 
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Mr.  Wise.  I  want  to  thank  the  full  committee  Chair,  Mr.  Mineta, 
and  the  Ranking  Member,  Mr.  Shuster,  and  Ms.  Molinari,  as  well 
as  other  Members  of  the  committee  and  our  staffs  for  putting  this 
hearing  together,  the  first  of  several  hearings  to  take  place.  I  think 
it  is  extremely  timely  and  we  look  forward  to  moving  this  topic  and 
the  debate  on  this  diligently. 

I  now  yield  to  the  full  committee  Chair,  Chairman  Mineta  for 
any  remarks  he  might  wish  to  make. 

The  Chair.  Than^  you  very  much. 

Let  me  take  an  opportunity  to  welcome  you  back  to  full  Commit- 
tee on  Public  Works  and  Transportation.  As  all  of  you  know,  Bob 
has  been  on  leave  fi-om  the  committee  serving  as  one  of  the  Speak- 
er's appointees  on  the  House  Budget  Committee. 

He  has  been  serving  as  Chairman  of  the  Subcommittee  on  Gov- 
ernment Information,  Justice  and  Agriculture  of  the  Government 
Operations  Committee.  He  has  given  up  his  membership  on  the 
Government  Operations  Committee  to  return  to  the  Committee  on 
Public  Works  and  Transportation. 

This  is  Bob's  first  hearing  as  Chair  of  our  Economic  Development 
Subcommittee. 

There  is  no  doubt  in  my  mind  that  the  work  of  this  panel  could 
not  be  in  better  hands.  I  know  that  Bob,  along  with  our  Ranking 
Republican  Member  on  the  subcommittee,  Susan  Molinari  of  New 
York,  will  exercise  great  leadership  as  our  committee  takes  the 
first  steps  in  this  new  Congress  towards  creating  jobs  to  help  re- 
build America.  I  know  to  that  extent  we  also  have  the  very  strong 
commitment  of  our  fine  colleague  from  Pennsylvania,  Mr.  Shuster. 

I  believe  that  greater  investment  in  our  nation's  infrastructure  is 
absolutely  necessary  and  essential  to  create  jobs,  improve  our  econ- 
omy, to  improve  the  quality  of  life  for  ourselves  and  our  children. 
The  Cold  War  is  over,  and  now  building  prosperity  here  at  home 
is  our  challenge.  Yet  the  relative  size  of  our  defense  budget  and  our 
domestic  budget,  which  includes  transportation  and  infrastructure, 
have  not  reflected  this  reality. 

So  I  believe  it  is  time  to  invest  more  money  in  America.  That  was 
the  message  to  Washington,  I  believe,  fi-om  the  1992  election.  I  be- 
lieve that  government  can  and  should  articulate  genuine  national 
priorities  that  will  create  jobs  by  making  wise  and  much  needed  in- 
vestments in  our  great  nation. 

The  national  unemployment  figures  released  last  week  left  no 
doubt  in  my  own  mind  that  we  must  find  solutions  to  our  economic 
problems,  and  quickly,  and  the  figures  that  were  released  this 
morning  by  the  Department  of  Labor  and  the  Department  of  Com- 
merce are  no  better  and  give  us  no  insurance  that  in  fact  the  econ- 
omy is  really  turning  around. 

For  the  past  22  months,  our  economy  has  been  growing  just  fast 
enough  so  that  we  are  technically  out  of  the  last  recession.  But  the 
fact  of  the  matter  is,  as  the  Chairman  has  already  pointed  out,  the 
economy  is  not  growing  fast  enough  to  generate  any  significant  re- 
covery in  the  number  of  jobs. 

The  current  rate  of  unemployment  in  America  is  actually  higher 
than  it  was  in  the  last  month  of  the  1990-1991  recession.  In  fact, 
today  there  are  200,000  fewer  jobs  in  the  economy  than  there  were 
then. 
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Very  simply,  a  recovery  that  does  not  generate  new  jobs  is  not 
a  sustainable  recovery,  and  without  stronger  economic  growth,  the 
United  States  will  not  generate  a  significant  number  of  new  jobs. 

Today  I  believe  that  Congress  must  take  action,  put  our  economy 
on  a  stronger  road  to  recovery.  If  we  can  accomplish  that,  then 
every  other  economic  challenge  before  us,  including  deficit  reduc- 
tion, will  be  far  more  within  our  reach.  But  trying  to  reduce  the 
deficit  in  a  weak-growth  economy  simply  will  not  work,  no  matter 
how  worthy  a  goal  deficit  reduction  is  or  how  hard  we  try  to 
achieve  that  goal. 

In  short,  this  is  not  a  case  of  having  to  choose  between  economic 
investment  and  deficit  reduction.  On  the  contrary,  if  we  do  not  in- 
vest in  economic  growth,  we  will  not  achieve  deficit  reduction. 

There  are,  of  course,  many  different  ways  for  government  to  help 
generate  increased  growth.  In  the  past,  we  often  funded  public 
service  jobs  as  an  example.  Today,  I  believe  it  makes  more  sense 
to  spend  money  on  those  programs  which  will  not  only  generate 
jobs  but  build  the  foundation  of  a  more  efficient  and  competitive 
economy  for  many  years  to  come. 

So  that  means  investing  in  the  physical  plan  of  our  society: 
roads,  bridges  and  transit,  water  systems  and  airports,  among  oth- 
ers, as  examples.  These  are  the  facilities  that  determine  how  we 
can  move  goods  and  people  productively  and  thereby  provide  more 
and  better  jobs  to  America. 

The  better  we  are  at  achieving  these  investments,  the  more  pro- 
ductive our  economy  will  be  and  the  more  prosperous  our  standard 
of  living  will  be.  It  is  in  that  environment,  and  that  discussion  that 
I  look  forward  to  today  from  committee  Members  and  from  the  di- 
verse and  distinguished  panel  of  witnesses  who  will  be  before  us 
during  these  hearings. 

Again,  I  wish  to  commend  our  Chair,  Bob  Wise  of  West  Virginia, 
and  Susan  Molinari  and  the  panel  here  for  their  foresight  and  vi- 
sion in  holding  what  I  consider  the  most  important  hearing  to  start 
here  in  the  Congress.  Thank  you  very,  very  much, 

Mr.  Wise.  Thank  you,  Mr.  Chairman. 

I  now  recognize  the  Ranking  Member,  someone  who  is  instru- 
mental in  this  hearing  happening,  Susan  Molinari. 

Ms.  Molinari.  Thank  you,  Mr.  Chairman. 

I  just  wanted  to  state  that  I  think  we  all  agree  on  so  many  points 
that  have  been  mentioned  already,  with  the  possible  exception  of 
one  part  of  your  opening  statement.  You  said,  I  know  we  all  can't 
wait  for  the  inauguration. 

I  do  share  your  enthusiasm  for  today's  hearing  on  investing  in 
America's  infrastructure  and  I  commend  you  for  working  to  put 
this  subcommittee  out  in  front  on  the  matter. 

Governor  Clinton's  economic  summit  in  Little  Rock  provided  us 
with  a  good  starting  point.  By  bringing  this  debate  to  Capitol  Hill, 
we  can  now  hash  this  issue  out  in  the  People's  House.  I  look  for- 
ward to  hearing  what  our  distinguished  panel  has  to  say  today  and 
I  expect  the  testimony  presented  today  and  in  the  hearings  to  fol- 
low will  enable  us  to  better  evaluate  the  needs  of  the  economy  at 
this  time. 

Mr.  Chairman,  as  you  know  I  share  your  belief  that  long-term  in- 
vestment in  our  nation's  infrastructure  is  essential  to  the  produc- 
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tivity  of  America's  business.  We  need  only  to  look  at  my  home  in 
New  York  City  to  see  how  the  neglect  of  our  infrastructure  c£in 
wreak  havoc  on  productivity.  Due  to  lack  of  proper  maintenance, 
from  time  to  time  New  York  City's  bridges  tend  to  fall  down.  Un- 
fortiuiately,  it  is  not  just  our  bridges.  It  extends  to  all  parts  of  our 
infrastructure;  subway  lines  and  roadways  are  closing  because  of 
rusting  viaducts.  There  is  no  question  we  have  a  lot  to  do. 

The  Public  Works  and  Transportation  Committee's  dedication  to 
addressing  these  needs  was  clearly  represented  last  year  by  our 
work  on  the  $151  billion  Intermodal  Surface  Transportation  Effi- 
ciency Act,  signed  by  George  Bush  12  months  ago.  While  ISTEA  fo- 
cused only  on  our  surface  transportation  needs,  it  is  a  model  for  the 
type  of  initiative  that  must  be  pursued  to  reclaim  our  failing  infra- 
structure. 

Given  our  current  fiscal  constraints  and  the  American  people's 
desires  to  focus  on  eliminating  the  budget  deficit,  we  must  prod  oxir 
colleagues  on  key  committees  to  work  quickly,  so  that  such  an  eco- 
nomic package  can  be  incorporated  into  an  overall  deficit  reduction 
plan  and  enacted  swiftly. 

We  all  agree  that  we  can't  move  forward  with  any  economic  stim- 
ulus plan  unless  it  is  part  of  a  package  that  will  truly  reduce  the 
deficit. 

Again,  Mr.  Chairman,  I  want  to  thank  you  for  putting  this  com- 
mittee out  in  front  so  we  can  ask  the  important  questions,  ques- 
tions that  remain  in  every  American's  mind:  How  much  can  we  af- 
ford to  do;  what  can  we  afford  not  to  do?  And  if  we  move  forward 
with  an  economic  stimulus  plan,  investing  in  our  infrastructure, 
how  can  we  do  it  and  increase  our  productivity  as  a  nation  at  the 
same  time? 

I  want  to  thank  you  for  bringing  us  together  and  I  want  to  par- 
ticularly thank  the  new  Members  of  the  committee  who  have 
shown  up  here  today.  The  Public  Works  and  Transportation  Com- 
mittee is  the  place  to  be.  It  was  the  most  requested  committee  by 
new  Members.  And  that  is  quite  a  change;  that  is,  not  only  a 
change  that  reflects  the  attitudes  of  new  Members  of  Congress,  but 
the  new  attitude  of  Americans.  An  attitude,  that  I  think  is  long 
overdue.  And  an  attitude  that  is  eivident  in  the  country's  desire  to 
address  the  issues  before  us  today. 

Thank  you,  Mr.  Chairman. 

I  would  like  to  yield  to  my  Ranking  Minority  Member,  Bud  Shu- 
ster. 

Mr.  Shuster.  Thank  you,  Susan. 

I  want  to  congratulate  the  leadership  of  this  subcommittee  for 
putting  together  this  hearing,  the  first  hearing  in  this  new  Con- 
gress, and  congratulate  you  on  providing  the  leadership. 

The  Public  Works  and  Transportation  Committee  has  a  long  his- 
tory of  not  only  fulfilling  its  responsibility  in  terms  of  our  having 
the  jurisdiction  for  infrastructure  matters,  but  taking  that  jurisdic- 
tion and  applying  it  and  using  it  productively  for  the  well-being  of 
our  country. 

There  certainly  is  one  campaign  promise  that  President-elect 
Clinton  made  that  we  Republicans  want  to  help  in  every  way  come 
true.  That  is  the  promise  to  focus  on  infrastructure  and  rebuilding 
America.  Of  course,  there  is  a  short-term  interest  in  infrastructure, 
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jump  starting  the  economy,  increasing  jobs,  and  that  is  something 
that  is  certainly  laudatory. 

There  is  the  longer  term  interest,  however,  which  I  believe  is 
much  more  significant,  and  that  is  an  interest  in  long-term  invest- 
ment in  infrastructure  so  we  increase  the  productivity  of  our  coun- 
try. That,  it  seems  to  me,  is  the  most  important  aspect  of  what  we 
are  tr5dng  to  do  here,  and  the  jump  starting,  short  term  part  of  it 
is  a  by-product  of  that  longer,  even  more  significant  effort  that  we 
should  make  here  today. 

And  there  is  nothing  more  important  and  there  should  be  noth- 
ing easier  for  us  to  do  than  to,  as  a  first  step,  provide  full  funding 
for  ISTEA,  for  the  transportation  bill  that  we  passed  last  year.  We 
passed  a  bill  which  provided  for  about  $26  billion  to  be  spent  in 
1993,  and  there  is  a  shortfall  in  what  is  actually  going  to  be  spent. 
We  have  been  short  changed  by  $4  billion.  So  only  about  85  percent 
of  the  money  that  should  be  spent  to  build  infrastructure,  to  create 
real  jobs,  is  scheduled  to  be  spent. 

Now,  this  is  wrong.  It  is  wrong  because  the  money  is  there.  The 
money  is  in  the  Highway  Trust  Fund.  The  vast  majority  of  the 
money  to  be  spent  in  ISTEA  is  trust  fund  money.  It  doesn't  contrib- 
ute, shouldn't  contribute  under  fair  and  honest  accounting  prac- 
tices to  the  general  fund  deficit.  The  money  is  there,  it  should  be 
spent,  and  the  first  thing  we  should  do  is  fight  to  have  ISTEA  fully 
funded. 

Beyond  that,  I  hope  our  focus  will  be  on  long-term  infrastructure 
so  we  can  increase  productivity  in  America  and  along  the  way  jump 
start  the  economy  as  well. 

Thank  you  very  much. 

Mr.  Wise.  Thank  you,  Mr.  Shuster. 

I  will  now  recognize  Members  of  the  subcommittee  for  brief  open- 
ing remarks.  I  ask  consent  to  change  the  schedule  a  little  bit. 
Mayor  Flynn  of  Boston  has  a  travel  arrangement  that  is  fairly  im- 
minent, so  we  would  like  to  put  him  on  first,  then  the  panel  of 
economists  and  then  the  panel  of  mayors,  and  then  back  to  the  reg- 
ular order. 

I  turn  to  Mr.  Blackwell  for  any  opening  remarks  he  might  wish 
to  make. 

Mr.  Blackwell.  Thank  you,  Mr.  Chairman.  I  want  to  commend 
you  for  the  dispatch  in  which  you  arranged  this  first  hearing  the 
subcommittee  has  planned  on  the  issue  of  infrastructure  invest- 
ment. 

We  begin  these  hearings  at  a  time  when  President  Clinton  has 
yet  to  be  sworn  in,  at  a  time  when  Congress  is  not  in  session.  It 
is  clear  evidence  we  in  the  Congress  following  the  most  recent  elec- 
tion have  heard  the  mandate  of  the  American  people:  Do  something 
about  the  economy,  get  to  work.  I  am  pleased  today  to  join  you  in 
that  effort. 

The  first  step  in  solving  the  problem  is  to  identify  and  define. 
Critical  to  identifying  and  defining  a  problem  is  the  process  of  ask- 
ing the  right  questions,  and  that  is  why  we  are  here. 

We  know  the  answers  to  our  economic  problems.  Our  task  for 
today  and  the  near  future  is  to  ask  the  right  questions.  The  pos- 
sible answers  are  easy  and  welcome  to  all  of  us:  Produce  jobs,  re- 
duce the  deficit,  hold  inflation,  keep  interest  rates  low,  generate 
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tax  policies,  become  more  globally  competitive,  cut  the  trade  deficit, 
stimulate  the  economy  and  invest  in  our  infrastructure. 

But  what  are  the  questions?  Those  are  more  difficult.  For  exam- 
ple, should  we  ask  questions  about  the  nature  and  level  of  invest- 
ment tax  credit  or  should  we  ask  questions  about  Federal  grants 
for  states?  Should  we  ask  business  to  create  jobs  or  should  we  ask 
the  Government  to  create  jobs?  Which  of  the  highway  and  trans- 
portation programs  work  best  as  an  economic  stimulus,  or  should 
we  ask  which  programs  can  create  new  jobs  and  stimulate  the 
economy? 

These  hearings  which  we  launch  today  are  even  more  compelling 
and  timely.  In  the  end,  we  must  make  wise  decisions.  We  can  be 
aided  by  the  guidance  and  recommendations  we  gather  over  the 
course  of  these  hearings.  If  we  ask  the  right  questions,  the  answers 
will  follow. 

I  want  to  be  sure  that  any  infi*astructure  investment  program 
this  Nation  ultimately  embraces  includes  all  of  America.  In  our 
zeal  to  spur  investment,  I  hope  we  do  not  ignore  minorities  and  the 
American  workers  who  have  stood  long  on  unemployment  lines.  We 
should  inject  money  into  the  economy  in  a  manner  that  includes  all 
Americans  without  relying  solely  on  the  good  faith  of  businesses 
and  employers. 

We  begin  these  hearings  at  a  time  when  the  economic  indicators 
are  favorable.  The  second  half  of  1992  produced  the  best  news  in 
the  past  three  years.  The  inflation  rate  is  steady  and  the  dollar  is 
strong  against  the  Japanese  yen  and  German  mark. 

However,  unemployment  has  been  unaffected.  We  have  people 
living  in  the  subways  in  the  cities  of  America.  We  have  people 
standing  in  soup  lines  in  the  cities  of  America.  Lines  of  those  out 
of  work  increase  throughout  every  congressional  district  and  across 
America.  These  are  not  merely  numbers.  These  are  men  and 
women,  the  fabric  of  this  country.  These  are  Americans  ready  for 
answers. 

We  believe  the  President  was  given  a  mandate  to  put  this  coun- 
try on  the  right  course,  to  put  the  country  back  to  work  and  com- 
pete in  the  global  economy. 

Mr.  President,  I  commend  you  for  having  this  hearing  today.  We 
have  to  get  started  right  away. 

Mr.  Wise.  I  appreciate  those  remarks.  Don't  promote  me,  though. 

Mr.  Blackwell.  Mr.  Chairman. 

Mr.  Wise.  I  have  enough  trouble  with  the  inauguration  tickets. 

Mr.  Blackwell.  I  said  those  same  things  to  the  President. 

Mr.  Wise.  I  turn  to  Mr.  Quinn  for  any  opening  remarks  he  may 
wish  to  make. 

Mr.  Quinn.  Thank  you,  Mr.  Chairman  and  Ms.  Molinari.  I  want 
to  thank  you  for  moving  quickly  on  this  issue  of  infrastructure  in- 
vestment. 

As  a  former  local  official  in  Western  New  York,  I  can  tell  you 
firsthemd  how  important  infrastructure  investment  is  for  our  local 
communities.  For  me  specifically  in  Western  New  York — I  know 
Mayor  Flynn  will  tell  us  the  same  things  for  his  great  city  of  Bos- 
ton— if  the  new  administration  proposes  a  short  term  plan,  it  will 
be  important  for  us  to  act  quickly  on  projects  that  are  now  ready 
to  move  forward. 
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Speaking  for  the  City  of  Buffalo  and  Western  New  York,  I  can 
tell  you  there  are  at  least  10  projects  ready  to  go  in  the  next  60 
days.  There  is  an  old  adage  that  if  you  chop  your  own  fire  wood, 
it  warms  you  twice.  I  believe  public  investments  can  work  the  same 
way.  We  can  get  our  economy  moving,  create  new  jobs  immediately 
and  fiiel  long-term  economic  growth. 

Today  we  will  hear  from  a  number  of  leading  economists  and 
local  businessmen  on  the  economy  £uid  its  effect  on  the  deficit. 

Mr.  Chairman,  I  sought  membership  on  this  committee  because 
I  believe  it  will  be  important  in  helping  our  cities  and  local  commu- 
nities. I  look  forward  to  working  with  all  my  new  colleagues  and 
senior  Members  on  the  committee  and  the  new  administration  in 
addressing  our  country s  infrastructure  needs.  I  look  forward  to 
hearing  the  testimony  today  fi*om  our  experts. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Wise.  Thank  you  for  your  remarks. 

Mr.  Nadler  from  New  York. 

Mr.  Nadler.  Thank  you,  Mr.  Chairman. 

First  of  all,  let  me  join  my  colleagues  in  commending  you  and 
Chairman  Mineta  for  holding  this  hearing  to  get  us  started  on  this 
project  of  increasing  our  capital  investment  and  holding  this  hear- 
ing with  dispatch. 

I  believe  that  only  a  strategy  based  on  large-scale  public  invest- 
ment can  lift  the  economy  out  of  its  long-term  systemic  stagnation, 
if  not  decline.  I  believe  that  the  economy  in  the  last  few  years 
bears  marked  resemblance  to  that  of  the  late  1930s  in  which  you 
have  long-term  stagnation,  the  beginning  perhaps  of  deflation,  and 
only  a  similar  strategy  to  what  was  followed,  although  not  inten- 
tionally then,  what  lifted  our  economy  out  of  that  decline  then  was 
World  War  II,  which  from  an  economic  point  of  view  was  a  mas- 
sive, massive  capital  investment,  and  I  believe  a  similar  strategy 
not  for  weapons  but  for  productive  investment  is  what  should  be 
our  principal  engine  of  recovery  on  a  long-term  basis. 

I  hope  we  will  explore  this  question.  And  I  agree  with  Mr. 
Blackwell,  let's  include  all  of  America,  and  by  that  I  mean  not  only 
population  segments  but  all  segments  of  the  economy. 

The  ISTEA  bill  of  1991  had  one  glaring  omission.  There  was 
nothing  in  it  for  the  railroads.  I  hope  that  if  we  are  going  to  have 
a  large-scale  investment  program,  that  that  omission  will  not  be  re- 
peated. 

Europe  and  Japan  have  over  90  percent  of  their  railroads  elec- 
trified the  United  States,  about  4  percent. 

There  is  plenty  of  work  to  be  done  on  all  of  our  infrastructure. 
I  hope  this  is  the  beginning  of  our  doing  it  for  the  benefit  of  our 
economy  so  that  we  can  get  moving  again. 

Mr.  Wise.  The  gentleman  fi-om  Arkansas,  Mr.  Hutchinson. 

Mr.  Hutchinson.  Thank  you,  Mr.  Chairman. 

First  of  all  I  would  like  to  commend  you  also  for  the  timely  man- 
ner in  which  you  have  called  this  hearing.  A  healthy,  functioning 
infi*astructure  is  vital  to  our  economy's  well-being  and  we  certainly 
have  heard  a  lot  of  discussion  on  the  topic  over  the  past  year. 

Our  country  is  currently  recovering  from  an  economic  downturn, 
however  weak  that  might  be.  The  latest  indicators  show  a  general 
upturn  in  many  areas.  However,  a  stimulus  package  can  still  pro- 
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vide  a  boost  to  our  economy,  especially  if  it  is  enacted  in  the  near 
future.  If  we  do  not  act  in  an  expeditious  manner,  the  infusion  of 
Federal  assistance  may  prove  ineffective  at  best  and  at  worst  cause 
an  undue  burden  on  the  Treasury, 

Much  of  the  construction  and  repair  on  the  Nation's  surface  and 
infrastructure  is  provided  in  the  ISTEA  Act,  which  is  user  fee  fund- 
ed. However,  I  recognize  that  with  so  much  of  our  infrastructure 
in  deleterious  condition,  additional  work  remains  to  be  done. 

That  is  why  I  support  the  concept  of  an  economic  stimulus  pack- 
age. But  I  would  be  less  than  candid,  Mr.  Chairman,  if  I  did  not 
express  my  concern  over  the  possibility  of  creating  a  package  that 
substantially  increases  the  deficit.  We  cannot  sacrifice  long-term 
goals  for  short-term  fixes. 

Mr.  Chairman,  I  look  forward  to  hearing  fi-om  our  distinguished 
panelists  here  today  and  to  working  with  all  of  my  colleagues  on 
the  committee  to  form  a  fiscally  responsible  economic  stimulus 
package.  Thank  you. 

Mr.  Wise.  I  thank  the  gentleman. 

I  recognize  the  gentleman  from  Texas,  Mr.  Laughlin.  We  are  de- 
lighted to  have  you  join  us  today.  He  is  quite  an  advocate  for  rural 
areas. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman.  Welcome  to  the  com- 
mittee. I  have  been  here  four  years  and  it  is  the  first  time  you  have 
been  back  to  the  committee  since  you  abandoned  the  committee  to 
go  to  the  Budget  Committee. 

Mr.  Wise.  I  want  you  to  know  I  fought  the  good  fight  for  infi-a- 
structure  on  the  Budget  Committee. 

Mr.  Laughlin,  I  came  in  honor  of  your  return  today.  Seriously, 
I  saw  the  schedule,  and  while  I  am  not  a  Member  of  this  sub- 
committee, I  recognize  the  importance,  as  you  have,  and  I  certainly 
join  with  my  fi*iend,  the  gentleman  fi-om  Pennsylvania,  in  his  com- 
ments that  Americans  want  to  see  America  rebuilt. 

I  want  to  say  that  the  other  Members  of  the  subcommittee  and 
the  witnesses  here  today,  and  as  I  look  over  the  list,  most  of  those 
are  fi-om  big  cities,  and  Mayor  Flynn,  you  come  from  one  of  the  his- 
toric cities  of  America.  Unfortunately  for  the  people  I  represent, 
you  have  got  more  Congressmen  within  your  city  than  the  people 
I  represent  have  in  our  entire  district.  The  district  I  represent  is 
larger  than  your  entire  state. 

And  I  made  mention  of  that  to  point  out,  too  often  distinguished 
Americans  come  here  and  talk  about  the  plight  of  the  cities  and  fail 
to  recognize  there  must  be  a  balance  in  addressing  the  concerns  of 
this  country.  And  if  we  only  fix  the  problems  in  Boston  and  Phila- 
delphia and  Los  Angeles,  we  increase  the  problems  for  those  cities 
if  we  ignore  the  rural  areas. 

To  address  that  point  very  specifically,  the  only  multi-lane  high- 
ways in  the  14th  Congressional  District  of  Texas  are  those  that 
connect  Houston  to  San  Antonio,  and  I  represent  everything  in  be- 
tween, and  those  that  connect  the  State  capital  of  my  State  in  San 
Antonio,  and  I  represent  most  of  that  area.  And  there  are  no  four 
lanes  from  the  Gulf  of  Mexico  to  the  center  of  my  State,  and  I  rep- 
resent everything  between  Galveston  and  Corpus  Christi.  That  will 
give  you  an  idea  that  since  the  days  of  the  Republic  of  Texas,  there 
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has  not  been  widening  or  increasing  of  the  roads,  yet  we  have  had 
a  great  influx  of  industrial  America  to  the  gulf  region. 

I  make  mention  of  that  solely  to  stress  to  you  and  other  wit- 
nesses here  to  strike  a  balance  as  we  address  the  much  needed  in- 
frastructure needs  of  this  country. 

Thank  you  very  much,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  be  with  you  today. 

Mr.  Wise.  Delighted  to  have  you  join  us.  The  gentleman  from 
Florida,  Mr.  Mica. 

Mr.  Mica.  Mr.  Chairman,  as  a  new  Member  of  this  subcommit- 
tee, I  particularly  want  to  thank  you  for  the  leadership  that  you 
and  my  distinguished  colleague  from  New  York,  Susan  Molinari, 
have  shown  in  putting  this  hearing  together  this  quickly.  I  can't  do 
anything  but  commend  you  on  your  action. 

Quite  frankly,  I  read  this  morning's  Washington  Post,  and  the 
President-elect  had  said  on  June  23,  1992,  "I  will  have  the  bills 
ready  the  day  after  I  am  inaugurated  and  send  them  to  the  Con- 
gress, and  we  will  have  a  100-day  period  which  will  be  the  most 
productive  in  modem  history."  I  don't  quite  see  that  happening  yet, 
and  that  is  why  I  am  particularly  sincere  in  congratulating  you  and 
the  leadership  of  this  committee  for  moving  forward  today. 

I  also  understand — and  again,  I  am  a  new  Member  of  the  com- 
mittee— that  any  legislation  that  we  pass  really  needs  to  be  out  by 
April  to  have  an  impact  on  the  infrastructure  of  the  country  this 
year.  So  again,  I  can't  do  anything  but  commend  you  for  your  ac- 
tion today,  for  taking  the  leadership. 

When  I  campaigned  and  last  week  talking  to  people  in  the  dis- 
trict, their  hope  is  for  jobs  and  for  building  the  infrastructure  of 
America.  So  again,  I  thank  you  for  the  leadership  you  have  shown 
the  country  today. 

Mr.  Wise.  Thank  you. 

I  recognize  the  gentleman  from  Minnesota,  no  stranger  to  public 
works,  or  certainly  this  committee,  Mr.  Oberstar. 

Mr.  Oberstar.  Thank  you,  Mr.  Chairman. 

It  is  a  pleasure  to  be  here,  again,  on  the  Economic  Development 
Subconimittee:  The  right  time,  the  right  place,  and  the  right  issue. 
There  is  nothing  this  country  needs  more  than  new  jobs.  And  this 
is  the  committee  that  has  the  insight,  the  understanding,  and  the 
tools  to  do  that  for  this  country. 

All  this  talk  about  what  we  are  going  to  do  with  the  tax  struc- 
ture and  dealing  with  the  budget  deficit  that  we  have  been  hearing 
for  weeks  pales  in  comparison  to  an  honest  day's  work  and  an  hon- 
est day's  pay,  and  the  jobs  program  success  we  have  had  with  EDA 
and  the  Appalachian  Regional  Commission  and  the  regional  area 
economic  development  teams  and  the  professionals  throughout  this 
country  who  had  a  remarkable  success  story.  We  have  documented 
it  time  and  again.  This  legislation  creating  new,  workable  economic 
programs  has  passed  the  House  at  least  four  times  by  votes  of  four 
to  one,  solid  bipartisan  basis. 

There  is  no  reason  we  can't  bring  such  legislation  up  again,  get 
it  to  the  Floor  and  signed  by  the  President.  I  urge  we  get  on  with 
the  job  and  do  it. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Thank  you,  Mr.  Oberstar, 
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I  recognize  the  gentleman  from  New  Jersey,  Mr.  Franks. 

Mr.  Franks.  Mr.  Chairman,  I  want  to  thank  you  and  Ms.  Mol- 
inari  for  demonstrating  the  insight  in  convening  this  hearing  so 
early  in  this  new  Congress. 

I  come  from  the  State  of  New  Jersey  which  has  truly  been  dev- 
astated by  the  national  recession.  We  have  had  an  unemployment 
rate  hovering  between  8  and  9  percent  over  the  past  14  months. 
I  can't  think  of  a  more  appropriate  committee  to  be  serving  on  in 
this  Congress,  because  while  we  all  have  to  be  mindful  of  the  dan- 
gers of  foeling  inflation  and  such,  this  is  the  committee  I  believe 
can  build  a  foundation  that  can  support  long-term  economic  growth 
and  prosperity  for  the  people  of  our  Nation. 

For  that  reason,  Mr.  Chairman,  it  is  a  delight  to  be  able  to  be 
here  and  I  look  forward  to  hearing  from  the  witnesses. 

Mr.  Wise.  Thank  you. 

The  gentleman  from  Georgia,  Mr.  Collins. 

Mr.  Collins.  Thank  you,  Mr.  Chairman.  I  too  want  to  commend 
the  Chairman  and  the  Ranking  Member  for  undertaking  this  hear- 
ing today. 

Infrastructure  improvements  continue  to  be  discussed  as  the  cor- 
nerstone of  an  economic  package,  as  has  already  been  pointed  out 
here  this  morning.  And  I  certainly  believe  this  is  a  very  wise  use 
of  Federal  dollars.  The  State  of  Georgia  has  many  needs,  especially 
given  the  fact  that  the  summer  Olympics  will  be  coming  to  the  At- 
lanta area  in  1996. 

However,  given  the  fact  that  the  major  challenge  for  this  Con- 
gress is  the  Federal  deficit,  and  one  of  the  greatest  threats  to  the 
people  of  this  Nation  is  the  national  debt,  we  as  Members  of  Con- 
gress must  come  to  grips  with  those  two  facts. 

I  want  to  be  sure  that  our  strategy  encompasses  only  those 
projects  which  are  truly  necessary  and  that  we  give  thorough  con- 
sideration to  ways  in  which  we  can  encourage  states  and  the  pri- 
vate sector  to  work  with  us  in  partnership  to  fulfill  those  projects 
and  to  address  the  deficit. 

Thank  you  again,  Mr.  Chairman.  I  look  forward  to  hearing  from 
the  witnesses  and  working  with  my  colleagues. 

Mr.  Wise.  I  thank  the  gentleman. 

I  would  like  to  remark  to  all  witnesses  that  will  be  appearing  be- 
fore the  committee  that  your  written  statements  in  their  entirety 
will  be  made  a  part  of  the  record.  So  please  feel  free  to  summarize 
in  any  way  that  you  wish.  Perhaps  there  may  be  some  particular 
point  you  would  like  to  address. 

For  the  opening  panel,  we  are  delighted  to  have  with  us  today 
as  our  opening  witness  the  Mayor  of  Boston,  no  stranger  to  Con- 
gress, who  has  been  very  active  in  making  his  city's  needs  known 
to  the  Congress.  We  welcome  you  and  the  remarks  you  are  going 
to  make. 

TESTIMONY  OF  HON.  RAYMOND  L.  FLYNN,  MAYOR  OF  BOSTON, 

MA 

Mayor  Flynn.  Thank  you.  Chairman,  and  Members  of  the  com- 
mittee. We  are  honored  that  we  can  be  the  opening  voice  of  the 
new  Congress  here  at  what  I  would  describe  as  the  continued  fight 
for  economic  justice  in  the  United  States. 
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I  would  say  that  our  central  theme  here  as  we  move  down  the 
path  as  it  relates  to  our  economy  is  to  turn  unemployment  checks 
into  paychecks,  so  we  get  people  off  of  welfare,  and  out  of  the  un- 
employment lines,  and  making  them  productive,  viable  Americans, 
taxpayers,  so  that  they  can  contribute  to  moving  the  economy  for- 
ward. 

You  will  notice  that  I  have  a  number  of  materials  with  me.  As 
you  would  know  and  certainly  Chairman  Mineta  would  know,  I 
have  been  carrying  these  books  around  with  me  for  well  over  a 
year.  I  almost  have  a  hernia  here.  I  have  had  them  here  in  Con- 
gress for  over  a  year.  I  took  them  to  some  78  communities  across 
the  United  States  as  national  co-chair  of  the  Clinton  for  President 
campaign.  And  I  want  to  assure  the  committee  that  what  is  con- 
tained in  here,  while  they  were  coming  from  a  President  of  the  U.S. 
Conference  of  Mayors  who  happened  to  be  a  Democrat,  it  was  the 
sentiment  and  the  clear  feeling  of  people  all  across  America,  from 
Wheeling,  West  Virginia,  to  Butte,  Montana,  to  Staten  Island,  to 
Philadelphia,  to  California,  the  smallest  areas  as  well  as  the  larg- 
est cities. 

So  the  point  of  view  we  are  representing  here  today,  I  believe, 
is  the  true  sentiment  of  how  the  people  of  this  country  feel.  They 
want  the  economy  to  move  forward.  They  want  the  dignity  and  re- 
spect that  comes  with  a  job. 

We  will  have  a  number  of  debates  in  the  Congress  of  the  United 
States  as  to  key  social  programs,  and  we  will  be  able  to  present 
those  social  programs  hopefully  in  a  very  professional  and  methodi- 
cal way.  But  in  the  final  analysis,  the  most  important  social  pro- 
gram in  America  today  is  a  job.  And  that  is  what  people  really  are 
looking  for. 

So  I  offer  these  books  for  the  record.  What  they  are  is  a  survey 
of  some  504  communities  across  the  United  States,  which  we  took, 
by  the  way,  at  the  request  of  over  a  year  ago,  of  Jim  Sasser  and 
Paul  Sarbanes  on  the  Senate  side.  And  they  said,  as  an  example — 
and  this  is  over  a  year  ago  when  I  was  testifying  for  the  mayors. 
They  said,  "Mayor  Flynn,  what  would  happen  if  the  dollars  were 
there  to  jump  start  the  economy,  put  people  back  to  work,  deal 
with  our  infrastructure;  could  you  get  these  projects  in  the  ground 
early?"  I  think  that  is  still  a  very  central  issue.  Would  it  have  an 
effect  on  the  recession  immediately? 

And  the  answer  was  that  nationally  we  did  not  have  a  record  of 
all  the  jobs  or  all  the  projects  that  have  been  suspended  for  various 
economic  reasons  at  the  local  level.  What  we  did  then  was  we  went 
back  out  and  did  a  survey  of  all  these  communities.  We  presented 
them  back  to  the  Congress  again.  Tragically,  Mr.  Darman — who 
was  speaking  immediately  after  me — Mr.  Darman  said  that  the 
end  of  the  recession  is  right  around  the  corner,  we  don't  need  this 
kind  of  economic  stimulus. 

And  here  we  are.  We  are  no  better  off  today  from  an  economic 
point  of  view  than  we  were  15  months  ago  when  we  first  moved 
these  books  throughout  the  Congress  and  throughout  the  country. 
The  difference  is  now  that  this  has  strong  bipartisan  support.  It 
was  a  central  theme  of  the  national  campaign.  As  somebody  who 
probably  campaigned  as  much  as  Einybody  in  this  country  with  the 
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exception  of  the  President  and  the  Vice  President  themselves,  I  can 
assure  you  that  this  was  the  most  central  issue. 

When  the  President-elect  started  to  focus  on  the  issue  of  jobs,  a 
specific  economic  game  plan  to  put  people  back  to  work,  he  was 
clearly  identified  as  a  person  who  had  a  specific  economic  goal,  a 
game  plan,  and  you  can  compare  the  presentation  and  the  intro- 
duction of  the  President-elect's  support  for  these  kind  of  projects 
and  compare  them  to  the  polls,  and  you  will  see  a  remarkable 
change  of  people  seeing  in  Mr.  Clinton  somebody  who  had  a  vision 
of  where  this  country  ought  to  go. 

There  are  a  couple  of  points  I  would  like  to  make — and  I  know 
we  have  a  very  distinguished  panel,  in  fact  an  economists'  panel 
but  you  made  reference  to  the  chart  over  there  and  the  issue  raised 
by  the  gentleman  from  Texas.  I  hope  we  are  not  putting  ourselves 
in  a  position  where  the  big  cities  are  pitted  against  the  small  rural 
areas,  because  that  would  be  tragic,  because  that  is  not  the  case 
here  at  all. 

You  know,  finally,  I  thought  it  was  a  bit  ironic  that  the  cities  of 
America  who  have  been  ignored  for  the  last  12  years  now  all  of  a 
sudden  were  coming  down  here  and  we  are  somehow  the  bad  guy 
being  pitted  against  the  rural  areas.  That  is  not  the  case.  We  see 
ourselves  in  the  same  kind  of  situation.  Again,  this  represents 
small  areas  as  well  as  big  cities.  From  New  York  City  to  small  com- 
munities like  Butte,  Montana,  we  are  seeing  that  the  major  erosion 
of  the  infrastructure  has  had  a  devastating  effect  on  the  economy. 

The  issue  of  the  jobless  rate,  we  have  done  a  survey,  a  survey 
has  been  done,  we  have  been  a  part  of  it,  and  although  the  unem- 
ployment statistics  in  the  areas — unemployment  statistics  talk 
about  7.3  percent,  for  the  30  top  cities  in  America,  the  actual  un- 
employment rate  is  14.9  percent.  When  you  factor  in  discouraged 
workers,  part-time  workers  that  are  looking  for  jobs,  plus  the  offi- 
cial unemployment  rate,  you  will  see  that  this  economy  has  had  an 
even  profounder  effect  on  the  work  force  here  in  America. 

So  we  will  offer  places  of  the  top  cities  that  while  areas  like  New 
York  will  have — Detroit  will  have  an  unemployment  rate  of  13  per- 
cent, in  fact  it  is  23.4.  And  New  York  will  have  an  official  of  11 
but  it  is  19.8  percent.  And  Boston,  7.2  percent,  but  in  fact  13  per- 
cent. 

So  we  want  to  make  sure  that  that  is  clear,  because  there  are 
a  lot  of  people  who  have  just  walked  away  from  the  economy,  figure 
that  there  is  no  solution,  they  have  giv^n  up  hope.  I  saw  that,  Mr. 
Chairman,  in  your  community,  in  West  Virginia,  and  I  saw  it  all 
across  the  country.  People  have  just  given  up,  that  there  is  no  hope 
out  there. 

So  I  think  the  unemployment  statistics  and  the  slight  improve- 
ments in  the  economy  are  somewhat  of  an  inaccurate  mirror  of 
what  is  actually  taking  place  in  America  today. 

I  would  acknowledge  there  is  tremendous  hope  £ind  there  is  tre- 
mendous dependence  of  people  thinking  that  finally  America's  pol- 
icy is  back  on  the  right  track.  And  you  have  a  tremendous  respon- 
sibility and  an  opportunity  to  really  do  something  to  send  that  mes- 
sage to  the  people  of  this  coimtry  that  the  Government  is  back  on 
their  side. 
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I  think  if  I  had  to  summarize  all  the  speeches  and  all  the  testi- 
mony that  I  heard  from  people  from  all  over  the  United  States,  it 
would  be  the  simple  phrase  that  I  heard  from  pla5dng  professional 
basketball  to  growing  up  in  boys  and  girls  clubs.  It  would  be,  peo- 
ple are  looking  for  somebody  on  their  side.  They  are  looking  for  a 
President  and  a  Congress  who  are  going  to  at  least  respect  the  dig- 
nity of  a  person  who  is  out  of  work  and  who  is  seeking  a  job,  look- 
ing for  the  respect  of  that  job. 

So  you  have  a  tremendous  opportunity  to  fast- track  these  jobs. 
These  are  projects  that  are  in  the  pipeline.  They  have  been  on  line, 
but  they  have  been  suspended  for  various  limitations  at  the  local 
level. 

I  know  in  Boston  alone — I  sent  this  to  the  Chief  of  Staff  of  the 
President-elect — these  are  projects  that  could  take  place  almost  im- 
mediately. I  have  identified  in  Boston  $92.7  million,  which  includes 
$16  million  for  roadway  improvements,  $21  million  for  various  fa- 
cilities, $6  million  for  parks,  $6  million  for  neighborhood  develop- 
ment, $28  million  for  water  and  sewer  projects,  $15  million  for  tar- 
geted economic  development  initiatives. 

I  am  not  going  to  go  on,  but  I  would  like  to  give  you  one  experi- 
ence of  why  infrastructure  improvements  are  so  critical,  and  this 
is  a  personal  experience  I  have  had  in  Boston.  We  have  one  of  the 
largest  pharmaceutical  firms  in  the  world.  It  is  called  Genzyme. 
Genz3rme  was  thinking  of  locating  their  firm,  possibly  outside  the 
United  States.  I  invited  them  to  come  to  Boston.  I  took  them  on 
a  tour  of  our  city. 

We  have  invested  a  lot  of  money  in  infrastructure  in  Boston:  It 
has  been  one  of  my  highest  priorities.  The  sewers,  the  roads,  the 
streets,  all  the  water  lines,  all  those  improvements  that  are  very 
conducive  and  inviting  to  prospective  businesses.  While  the  deci- 
sion made  to  go  to  Boston  by  Genzyme  was  based  on  Boston's  infra- 
structure, what  that  means  is  literally  hundreds  of  new  jobs.  It 
means  hundreds  of  new  families  working,  pumping  money  into  the 
economy,  stabilizing  communities  and  stabilizing  families.  And  that 
is  what  these  cities,  that  is  what  the  communities  of  the  United 
States  need.  Talk  about  stabilizing  neighborhoods,  give  folks  the 
dignity  and  respect  of  jobs,  and  you  will  see  an  entirely  different 
kind  of  feeling  here  in  America. 

Infrastructure  is  critical.  We  are  talking  about  deficit  reduction. 
If  we  are  talking  about  stimulating  our  economy,  the  gentleman 
asked  the  question.  Well,  I  have  got  the  answer.  The  answer  is  put- 
ting people  back  to  work  by  giving  them  the  respect  and  the  dignity 
that  comes  with  the  job.  Not  a  make-work  job.  These  are  private 
sector  jobs.  This  project  that  I  undertook,  that  the  mayors  under- 
took, could  put  a  million  Americans  back  to  work  almost  imme- 
diately. Almost  immediately. 

So  we  look  forward  to  working  with  this  committee  and  making 
sure  that  the  issue  of  our  economy  and  the  deficit  and  the  dignity 
and  the  respect  of  a  job  is  the  number  one  issue  in  America. 

Again,  we  think  it  would  be  a  mistake  to  allow  this  to  be  a  city 
versus  the  rural  area.  It  would  be  an  even  further  mistake  to  sug- 
gest that  this  is  a  Democratic  policy  versus  a  Republican  policy. 
That  is  not  the  case  at  all.  It  is  not  the  case.  This  crisis  that  we 
are  seeing  in  America  is  an  American  crisis.  It  is  not  Democrat,  it 
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is  not  Republican,  it  is  not  liberal,  conservative.  It  is  an  American 
crisis  and  it  is  a  crisis  of  the  spirit. 

And  that  is  what  we  need.  Put  our  people  back  to  work,  make 
people  feel  good  about  themselves,  make  America  feel  proud  of  its 
government  once  again. 

Thank  you,  Mr.  Chgdrman.  I  am  proud  we  were  able  to  be  the 
first  voice  of  this  new  Congress,  because  this  voice  in  my  opinion, 
in  the  opinion  of  many,  many  others,  is  the  most  important  mes- 
sage that  could  be  delivered  on  behalf  of  the  people  of  the  United 
States  to  our  government  here  in  Washington. 

Thank  you. 

Mr.  Wise.  Thank  you,  Mayor  Flynn,  for  your  opening  remarks. 

I  recognize,  and  we  are  delighted  to  have  join  us  as  well,  a  Mem- 
ber of  the  full  Public  Works  Committee,  the  gentleman  fi-om  Cali- 
fornia, Mr.  Tucker.  I  am  glad  to  have  you  with  us. 

I  would  ask  Members  of  the  committee  if  we  could  engage  in  a 
semi-flexible  five-minute  rule.  If  each  of  us  could  keep  our  ques- 
tions and  responses  to  five  minutes  to  guarantee  each  of  us  has  a 
chance  to  get  in  some  questions  and  accommodate  the  witnesses. 

I  would  just  say  to  Chairman  Mineta,  I  appreciate  the  oppor- 
tunity to  be  the  Chair  of  this.  My  previous  subcommittee  that  I 
chaired  for  four  years  had  10  Members,  and  you  have  given  me  the 
privilege  of  chairing  a  committee  that  is  larger  than  the  State  of 
West  Virginia  Senate.  Now  I  can  see  why  the  President  of  the  Sen- 
ate was  sometimes  trjdng  to  limit  debate  a  little. 

At  any  rate,  to  the  Mayor,  in  the  book  that  you  have  there,  which 
could  also  be — if  you  have  been  carrying  it  for  a  year,  I  would  de- 
scribe it  as  heavy  hands.  It  looks  like  an  excellent  cardiovascular 
work-out. 

In  that  book,  is  there  any  estimate  of  how  many  of  those  projects 
could  actually  have  dirt  flying  in  90  days? 

Mayor  Flynn.  Good  question.  These  projects  have  already  re- 
ceived— the  projects  we  are  talking  about  have  already  received  the 
various  approvals  at  the  local  level,  whether  they  be  zoning  approv- 
als, environmental  approvals.  These  are  projects — when  I  say — I 
termed  the  phrase  here,  never  knowing  it  would  really  stick,  but 
to  give  it  a  name  a  year  and  a  half  ago,  I  called  it  ready  to  go,  and 
they  are  in  fact  projects  ready  to  go.  This  isn't  something  that  we 
would  have  to  take  back  to  our  respective  communities  and  go 
through  this  arduous  process  and  it  would  take  a  long  period  of 
time.  Some  as  immediately  as  30  days  you  could  have  shovels  in 
the  ground,  60  days,  90  days.  But  by  and  large,  when  I  say  ready 
to  go,  they  are  in  fact  projects  ready  to  go. 

And  we  did  this,  by  the  way,  because  the  question  that  you  asked 
was  the  very  question  that  was  asked  in  the  Senate  back  in  Feb- 
ruary, and  what  they  said  was — and  Mr.  Darman  was  sitting  right 
here  alongside  me — but  these  projects  are  going  to  have  no  effect 
whatsoever  on  the  economy  immediately.  And  that  is  why  it 
behooved  us  to  convince  everybody  that  these  projects  could  be  put 
on  a  timetable  to  get  moving  right  away. 

So  there  are  a  million  jobs  that  could  be  generated  immediately. 
People  could  be  put  back  to  work  within  60  to  90  days. 
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Mr.  Wise.  Historically  an  argument  against  an  approach  such  as 
this  is  that  the  cost  per  job  created  is  extremely  expensive.  Would 
you  care  to  comment  on  that? 

Mayor  Flynn.  Well,  one  of  our  experiences  is  that  for  every  one 
dollar  that  is  invested  by  the  Government  in  stimulating  the  econ- 
omy in  infrastructure,  jump-starting  the  economy,  there  are  about 
four  private  dollars  that  are  invested.  Now  when  we  fix  up  our 
roads,  our  bridges,  our  sewer  lines  to  make  it  conducive  for  a  major 
company,  business,  to  locate  in  that  particular  area,  the  economic 
benefits  of  that  are  far  greater  than  any  initial  investment  that 
Government  made.  This  is  a  major  economic  stimulus  that  cir- 
culates money  in  more  ways  than  people  can  even  measure. 

It  goes  fi*om  the  comer  grocery  store  for  a  quart  of  milk  and  a 
loaf  of  bread,  to  investment  in  the  downtown  business  district.  As 
I  say,  it  is  so  much  better  for  people  to  have  money  in  their  pocket 
and  the  respect  and  dignity  of  a  job  not  only  for  how  it  makes  them 
feel,  but  for  the  overall  economy  in  that  particular  area.  We  have 
found  that  the  money  circulates  in  this  community  because  these 
kind  of  jobs  stimulate  the  neighborhood  economy,  and  neighbor- 
hood activity  in  many,  many  respects. 

Mr.  Wise.  Isn't  there  also  a  significance  that  in  addition  to  the 
job  which  was  created,  and  I  can  testify  as  to  how  important  it  is 
to  have  a  job.  Certainly  it  has  been  a  major  problem  in  our  State 
on  a  cyclical  basis,  but  isn't  the  significance  as  well  that  we  are  not 
talking  about  something  which  was  basically  a  consumption  activ- 
ity that  after  that  job  is  completed,  there  is  something  in  place  that 
you  use  or  the  city  uses  time  after  time,  after  time,  whether  it  is 
a  water  system,  a  sewer  system  or  whatever?  It  is  a  capital  invest- 
ment that  has  a  life  beyond  the  job  that  was  created  to  build  it. 

Mayor  Flynn.  There  is  no  question  about  it.  It  is  the  statement 
that  you  pay  now  or  you  pay  later,  £ind  you  could  all  give  experi- 
ences and  examples  of  in  your  community.  The  Chicago  one  is  the 
one  that  brought  it  to  everybody's  attention,  but  there  are  cases 
where  we  have  seen  water  pipes,  and  we  have  seen  roads  that  have 
actually  collapsed,  and  it  has  literally  cost  millions  of  dollars  in 
flooding  and  damage  and  repairs  that,  had  there  been  some  basic 
maintenance  in  those  areas,  these  major  problems  could  have  been 
avoided.  And  we  have  these  kind  of  problems  all  over  this  country. 

I  mean,  it  is  shocking  for  somebody  like  me  who  never  really  un- 
derstood how  serious  the  problem  of  infrastructure  really  is,  as  it 
is  in  Atlanta,  as  the  gentleman  talked  about.  Maynard  Jackson  and 
I  went  through  the  subway  stations  down  there,  and  the  structure 
of  that  problem  and  all  across  this  country  is  just  shocking.  And 
it  is  not  make-work  jobs — these  are  projects  that  this  country  needs 
to  see  addressed  because  the  crumbling  infrastructure  represents  a 
crumbling  country,  and  these  are  projects  that  are  critical  to  the 
economic  health  and  stability  of  our  country. 
Mr.  Wise.  Thank  you  very  much.  Mayor  Flynn.  Ms.  Molinari. 
Ms.  Molinari.  Thank  you.  Mayor  Flynn,  going  back  to  the  con- 
ference of  Mayors  package.  It  still  remains  a  tremendous  concern 
to  all  of  us  that  despite  the  fact  that  these  projects  are  on  line  and 
permitting  in  some  cases  have  been  done,  to  a  very  large  extent  de- 
sign remains  outstanding.  Design  is  usually  one  of  the  most  time- 
consuming  aspects  of  a  capital  project,  at  least  in  New  York  City 
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it  is.  How  do  we  really  guarantee  the  American  people  that  at  least 
the  design  phase  will  be  accelerated  so  that  we  can  get  to  the  ac- 
tual construction  as  soon  as  possible? 

Mayor  Flynn.  I  think  there  has  been  some  anticipation  last  year 
when  people  thought  that  perhaps  something  like  this  was  going 
to  happen.  I  think  everybody  went  really  to  the  work  table  and 
started  to  anticipate  this,  so  I  think  you  will  find  that,  again,  there 
is  an  immediate  short-term  jolt,  boost  to  the  economy  can  take 
place,  but  Congresswoman,  the  other  point  is  the  psychological 
boost  this  would  give  to  this  country.  I  mean,  todays  hearing  is 
very  important.  You  are  sending  a  message  that  this  is  going  to  be 
the  most  important  issue. 

If  the  first  piece  of  legislation  that  came  out  of  this  Congress  was 
putting  Americans  back  to  work,  I  think  that  that  would  send  such 
a  ripple  effect  economically,  morale-wise,  building  people's  feelings 
of  goodwill,  I  think  it  would  just  be  tremendous.  So  you  talk  about 
consumer  confidence,  I  will  tell  you,  American  confidence  would  be 
boosted  significantly  if  they  knew  that  the  first  order  of  business 
of  our  Congress  was  putting  America  back  to  work. 

Ms.  MOLINARI.  Oh,  I  have  no  doubt,  and  I  appreciate  those  com- 
ments, especially  coming  from  a  mayor  that  is  about,  if  this  pack- 
age is  to  be  passed,  to  assume  a  great  responsibility  and  an  addi- 
tional workload  also.  Nonetheless,  I  would  like  to  see  this  commit- 
tee explore  and  maybe  we  will  have  a  need  to  call  you  back  to  as- 
sist us,  how  we  can  guarantee  the  acceleration  of  public  projects. 
I  think  we  are  going  to  find  that  the  majority  of  municipal  and 
State  officials  are  going  to  want  to  cooperate,  but  it  is  still  a  con- 
cern. 

Another  concern  that  I  have,  and  I  think  it  is  shared  by  a  lot  of 
my  colleagues,  is  that  the  Federal  Government  monies  are  not  used 
to  replace  State  and  local  funds.  We  want  all  levels  of  Government 
investing  in  our  infrastructure  and  fear  that  a  city,  albeit  tremen- 
dously strapped  financially,  may  use  this  as  an  opportunity  to  pull 
back  their  funds.  How  do  we  do  that  legislatively? 

Mayor  Flynn.  I  will  tell  you,  I  think  that  is  a  very  important 
question  that  has  to  be  asked  and  answered  not  only  on  this  par- 
ticular issue  but  on  many,  many  other  issues  as  well. 

Ms.  MOLINARI.  Sure. 

Mayor  Flynn.  The  homeless  issue.  Homeless  is  not  a  New  York 
City  or  an  urban  problem.  It  is  not  a  State  problem  alone.  It  is  not 
a  Federal  problem  alone.  It  is  an  American  problem,  and  everybody 
has  a  role  to  play,  and  the  same  way  with  rebuilding  our  economy. 
Everybody  has  a  role  to  play.  We  can't  just  go  around  the  country 
and  try  to  develop  "make  work."  This  isn't  WPA.  This  isn't  CCC. 
This  isn't  some  sort  of  New  Deal  program  that  just  puts  everybody 
back  on  the  pajrroll  painting  fences  or  whatever. 

These  are  projects.  These  are  jobs  that  are  critical  to  the  eco- 
nomic health  of  our  country,  and  so  there  is  a  role  for  all  of  us  to 
play.  I  think  you  asked  the  right  question,  that  local  communities 
have  to  play  a  role.  They  have  to  bring  their  money  to  the  table 
as  well  as  the  State  and  the  Federal  Government,  and  I  think  if 
you  have  that  level — and  I  know  it  has  been  said  before,  but  it  will 
be  stated  here  again,  and  that  is  partnership.  The  American  Gov- 
ernment and  the  American  people  have  to  insist  that  their  Govern- 
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merit  engage  in  a  partnership  because  that  is  really  what  is  criti- 
cal. 

The  Federal  Government  should  not  be  required  to  bail  out  the 
cities  by  themselves.  It  is,  in  fact,  a  partnership  with  Federal, 
State,  local  as  well  as,  by  the  way,  the  business  community.  I  don't 
believe  that  the  business  community  has  played  as  active  a  role  in 
stimulating  the  economy  and  making  this  country  strong  competi- 
tively. We  are  talking  here  about  fast- tracking  jobs,  and  at  the 
same  time  two  days  before  Christmas  I  lost  two  major  firms  in 
Roxbury — Stride  Rite  and  Digital.  They  were  going  to  another 
State  because  they  have  got  a  better  deal,  a  better  tax  deal,  and 
then  what  will  happen?  They  will  leave  that  State  after  they  dry 
up  all  the  goodies  from  that  State,  and  then  they  will  take  those 
jobs  to  Mexico  or  some  other  place.  So  I  would  also  hope  that  we 
look  at  some  of  the  tax  laws  in  this  country  so  we  don't  create  eco- 
nomic disincentives  for  jobs  in  our  cities. 

That  is  why,  you  know,  not  to  belabor  it,  but  this  committee 
should  be  congratulated  on  the  ISTEA  legislation,  on  $151  billion, 
because  that  was  the  first  urban  transportation  bill,  as  far  as  I 
know,  in  decades  in  this  country.  What  we  had  before,  were  policies 
that  moved  people  from  the  cities  to  the  suburbs  and  also  jobs  from 
the  cities  to  the  suburbs.  The  ISTEA  proposal  does  something  very, 
very  different.  It  moves  people  to  jobs  and  jobs  to  people.  We  are 
now  circumferentially  able  to  move  people  around  our  communities, 
not  just  build  these  megahighways  out  of  our  cities  that  not  only 
take  people,  but  take  jobs  out  of  our  cities  as  well.  So  there  has 
to  be  balanced  planning.  That  is  what  I  would  say,  balanced  re- 
sponsibility all  across  the  current. 

Ms.  MOLINARI.  I  appreciate  that  because  I  do  see  this  as  an  op- 
portunity to  not  only  reinvest  in  America,  but  to  also  use  this 
money  as  some  kind  of  financial  leverage  to  increase  all  levels  of 
productivity.  I  am  going  to  ask  you,  perhaps,  an  unfair  question, 
but  I  think  it  is  something  that  we  all  need  to  know.  I  am  going 
to  ask  you  now  to  put  on  your  hat  as  the  Vice  Chairman  of  the 
Clinton  campaign. 

The  President-elect  has  not  had  an  opportunity  to  adequately  re- 
spond to  a  lot  of  the  changes  in  the  economic  forecast  relative  to 
the  increase  in  the  deficit.  I  was  wondering  if  you  could  give  this 
committee  any  kind  of  indication  as  to  whether  the  President-elect 
has  changed  his  position  on  this  economic  stimulus  package. 

Mayor  Flynn.  I  don't  speak  for  the  President-elect,  although  I 
did  talk  to  him  yesterday  for  a  pretty  good  conversation  along  with 
the  Vice  President-elect.  I  will  tell  you  that  the  economy,  putting 
people  back  to  work,  was  the  message  that  we  talked  about,  and 
we  just  compared  notes  on  the  message  that  we  both  heard,  in  com- 
munities all  across  this  country,  so  I  think  you  are  going  to  see 
that  the  thinking  here  of  this  committee  around  the  economy,  the 
issue  of  economic  justice,  an  issue  that  we  haven't  heard  too  much 
recently  in  this  country,  I  think  it  is  going  to  be  one  of  the  major 
messages  that  Mr.  Clinton  is  going  to  send  to  the  people  of  this 
country,  economic  justice. 

Ms.  MOLINARI.  I  think  it  is  important  that  we  had  you  say  that 
today. 
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I  have  one  more  quick  question,  Mr.  Chairman,  and  I  think  I 
know  the  answer  to  it,  but  I  would  like  to  get  it  on  record.  In  New 
York,  in  particularly  one  of  the  last  groups  that  is  going  to  testify 
here,  the  New  York  Building  Congress  has  put  forth  a  suggestion 
that  while  we  are  reinvigorating  this  economy  that  we  redefine  the 
term  "infrastructure"  to  include  schools,  public  hospitals,  public  in- 
stitutions. Do  you  have  any  feelings  on  that?  Has  the  National 
League  of  Cities  discussed  that? 

Mayor  Flynn.  Well,  certainly  when  people  are  looking  to  locate 
a  business  in  a  particular  community,  one  of  the  major  things  that 
they  look  at  is  what  is  the  situation  as  it  relates  to  the  school  sys- 
tem, and  to  take  a  peek  at  a  school  that  is  crumbling,  that  the  roof 
is  leaking,  that  the  heating  system  is  inadequate,  people  are  going 
to  make  decisions  that  this  is  not  the  place  where  I  want  to  invest 
my  millions  of  dollars  in  a  new  business,  so  those  are  all 

Ms.  MOLINARI.  So  while  we  are  looking  at  this 

Mayor  Flynn  [continuing].  I  would  also  add,  Congresswoman,  in- 
sofar as  you  mentioned,  in  New  York  I  have  to  acknowledge  here 
for  the  record,  I  have  a  personal  interest  in  the  infrastructure  of 
New  York  improving,  because  when  I  start  on  my  New  York  City 
marathon  from  Staten  Island,  I  always  step  into  those  potholes 
there. 

Ms.  MOLINARI.  Well,  we  certainly  want  to  make  sure  that  doesn't 
happen  next  year,  Mayor.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Thank  you.  The  gentleman  from  Pennsylvania,  Mr. 
Blackwell. 

Mr.  Blackwell.  Thank  you,  Mr.  Chairman. 

Mayor  Flynn,  I  certainly  agree  with  everything  you  have  said 
this  morning  regarding  jobs.  I  think  it  is  the  number  one  issue  in 
this  country.  I  think  that  to  arrive  at  the  proper  conclusion  regard- 
ing jobs  we  are  going  to  have  to  look  at  a  total  picture  of  what  the 
word  "job"  means. 

I  work  with  the  homeless.  As  you  say,  it  is  an  American  problem, 
it  is  not  a  Philadelphia  problem  or  a  Boston  problem.  It  is  an 
American  problem.  I  work  with  the  homeless  every  weekend  in 
Philadelphia,  whenever  I  have  a  chance.  I  find  that  a  lot  of  people 
are  sleeping  in  subways  who  have  jobs.  They  have  jobs,  but  the 
jobs  are  not  paying  them  enough  to  allow  them  to  live  a  decent  life- 
style. 

In  other  words,  we  have  gone  from  an  economy  where  we  made 
a  decent  wage  down  to  minimum  wage,  but  the  prices  are  still 
here,  so  with  the  prices  here  and  the  wages  here,  there  is  no  way 
that  we  can  do  anj^hing  to  enhance  life-styles  of  people  who  are 
homeless.  I  have  talked  to  people  who  last  year  were  working.  They 
worked  for  contractors.  I  have  plumbers.  I  have  electricians  and 
they  are  just  not  able  to  make  it  on  minimum  wages,  so  how  do 
you  feel  about  that?  Have  you  ever  thought — and  I  know  there  is 
a  lot  of  debate  about  cost  factors  regarding — you  go  from  high 
wages  to  minimum  wage  and  no  benefits  or  where  we  had  benefits 
and  high  wages 

Mayor  Flynn.  Very  pertinent  question.  Congressman.  That  is 
why  we  factored,  when  we  talked  about  the  economy,  the  debate 
I  am  sure  that  you  folks  will  hear,  whether  or  not  this  is  going  to 
have  an  immediate  effect  on  the  economy  and  really  isn't  the  econ- 
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omy  starting  to  move  in  the  right  direction  anyway?  This  is  the 
same  argument  I  heard  from  Mr.  Darman  over  a  year  ago,  and  I 
think  that  Mr.  Darman,  in  all  due  respect,  was  wrong  at  that  time. 
The  country  should  have  jump-started  the  economy  and  sent  the 
right  message  out  there,  but  that  is  one  of  the  reasons  why  we  are 
just  offering  these  new,  revised,  factual,  accurate  unemployment 
statistics  that  don't  come  from  the  Department  of  Labor,  but  don't 
come  from  the  Department  of  Commerce,  but  they  come  from  the 
people  of  the  country,  which  says  that  there  are  a  lot  of  discour- 
aged workers.  There  are  a  lot  of  people  working  part-time  that  are 
looking  for  full-time  work  as  well. 

These  type  of  projects  or  these  type  of  jobs  that  we  are  talking 
about,  Mr.  Congressman,  are  not — ^you  know,  I  don't  want  to  put 
down  anybody  that  has  a  low-paying  service  job  because  those  peo- 
ple are  good,  hard-working,  decent  people,  and  they  are  doing  the 
best  they  can,  but  these  jobs  are  jobs  that  will  put  some  food  on 
the  table  for  the  kids.  That  is  what  these  jobs  are.  These  aren't 
your  low  wage  jobs.  These  are  your  building  trades,  your  construc- 
tion industry,  people  who  will  be  able  to  pay  the  bills  at  home. 

You  are  absolutely  right  on  another  point,  and  that  is  one  of  my 
other  hats  that  I  had  for,  I  guess,  seven  years  as  the  Chairman  of 
the  U.S.  Conference  of  Mayors  Committee  on  Homelessness,  Hun- 
ger, and  Poverty,  and  we  do  a  national  survey.  I  do  one  in  Boston 
where  we  actually  travel  the  streets  and  neighborhoods  of  Boston 
to  identify  who  is,  who  are  the  homeless,  and  we  find  that  a  major 
percentage  of  them  were  people  who  were  living  in  shelters  that 
were  working,  but  because  of  their  wages  they  couldn't  afford  the 
high  cost  of  living,  particularly  the  high  cost  of  housing,  so  you  are 
right.  People  could  be  working  and  still  not  be  able  to  live  a  decent 
quality  of  life  or  support  even  a  family  on  those  wages,  and  that 
is  why  you  see  such  a — almost  an  incentive  for  family  destabiliza- 
tion,  because  of  low  wages. 

These  type  of  projects  really,  I  think,  bring  about  fairness  in 
wages  for  the  type  of  people  that  you  are  concerned  about. 

Mr.  Blackwell.  I  think  it  was  important  to  point  that  out.  An- 
other problem  we  have  is  that  we  are  not  dealing  with  the  total 
cause  of  why  we  are  having  these  problems.  When  you  say  jump- 
start  the  economy,  it  is  like  jump-starting  an  old  car.  The  fellow 
jump-starts  it  and  pulls  away  and  the  car  stalls  again.  We  want 
to  make  sure  that  doesn't  happen. 

The  one  problem  that  I  have  discovered  since  being  a  Congress- 
man is  that  the  foreign  governments  subsidize  their  businesses  to 
the  extent  that  American  business  people  cannot  compete  with  for- 
eign governments.  That  is  why  we  have  most  of  our  jobs  going  to 
Japan  and  Taiwan  and  Korea,  wherever.  What  can  we  do?  As 
mayor  of  a  large  city,  you  have  a  lot  of  experience.  What  can  we 
do  to  enhance  the  ability  of  American  business  people  to  compete 
with  foreign  governments? 

To  give  the  perfect  example,  we  were  subsidizing  shipbuilding  in 
foreign  shipyards.  There  is  no  way  that  American  shipbuilders  can 
compete  with  that  if  the  foreign  government  is  subsidizing  to  the 
extent  that  all  the  jobs  are  going  over  there.  Now,  when  we  talk 
about  subsidizing  American  businesses,  some  people  frown  on  that. 
I  call  it  competitive  assistance  when  somebody  is  doing  something 
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that  I  consider  illegal  to  take  my  work — what  would  you  do  to  cor- 
rect that? 

Mayor  Flynn.  This  is  another — I  like  to  deal  with  practical  expe- 
riences that  I  have  had.  Two  days  before  Christmas,  employees  in 
the  Digital  plant  in  Roxbury — you  might  have  heard  of  the  area. 
It  is  an  area  of  a  lot  of  hard-working,  many  needy  faimilies,  but 
doing  a  lot  to  stabilize  their  community.  Over  400  of  them  received 
pink  slips.  Now,  this  isn't  some  major  threat.  This  wasn't  the  red 
menace.  This  was  pink  slips  that  they  received,  and  it  was  deter- 
mined that  Digital  had  a  better  deal  somewhere  else.  Try  to  follow 
this  with  me  for  a  second. 

It  was  city  land  that  brought  Digital  to  this  location.  They  got 
about  $7  million.  They  got  $600,000  for  land  clearance,  $3  miUion 
for  an  industrial  revenue  bond,  they  don't  pay  taxes.  A  special  tax 
arrangement  was  made  by  the  City  of  Boston.  I  was  not  the  mayor 
at  the  time,  but  a  special  tax  arrangement  was  made  by  the  City 
of  Boston.  It  means  about  $7  million  in  pocket  for  this  company. 
They  decided  two  days  before  Christmas,  to  close  this  plant.  Most 
of  the  workers  are  all  minority  folks.  Mr.  Brown  is  very  familiar 
with  them  because  Mr.  Brown  used  to  live  there,  Ron  Brown. 

They  had  taken  their  job  to  another  State.  They  got  a  better 
deal.  I  would  think  they  would  follow  the  same  place,  same  trend 
as  many  businesses.  They  would  then  take  advantage  of  tax  laws 
by  our  Congress  and  our  President  and  go  move  the  jobs  elsewhere. 
I  think  you  have  to  deal  with  that  issue.  I  think  that  is  a  very  seri- 
ous issue.  Pitting  cities  against  States,  States  against  each  other, 
you  know,  look,  we  have  to  provide  services,  police  and  fire  and 
health  care  and  education.  Some  business  can  pick  up  and  take 
those  jobs  and  get  a  better  deal  somewhere  else.  It  erodes  our  tax 
base  at  the  local  level.  We  lose  hundreds  and  hundreds  of  jobs,  and 
we  have  some  major  corporations  lining  their  pockets  with  big 
bucks  at  our  expense. 

Mr.  Blackwell.  Mr.  Mayor,  I  don't  mind  losing  jobs  to  other 
cities  if  they  outbid  us.  My  problem  is  losing  work  to  foreign  coun- 
tries because  it  is  being  subsidized — because  the  businesses  are 
being  subsidized  by  foreign  governments,  putting  Americans  out  of 
work.  That  is  a  basic  problem. 

Mayor  Flynn.  Congressman,  can  I  just  challenge  you  on  one  lit- 
tle point?  You  don't  care  whether  we  lose  it  to  another  city. 

Mr.  Blackwell.  I  don't  mean  it  literally. 

Mayor  Flynn.  Focus  on  that  one  because  that  is  a  big  issue. 
That  is  a  big  issue.  You  have  to  be  concerned  about  cities  losing 
jobs  to  other  cities. 

Mr.  Blackwell.  I  agree  with  that. 

Mayor  Flynn.  Because  that  is  a  drain  of  the  Federal  Treasury. 
That  is  a  drain  of  tax  dollars  that  are  going  in  wages  from  one 
pocket  into  the  hands  of  corporations  of  America.  That  is  a  sizable 
difference. 

Mr.  Blackwell.  I  take  the  statement  back. 

Mayor  Flynn.  But  not  enough  focus  is  on  that. 

Mr.  Wise.  Let  the  record  reflect,  we  need  to  move  on 

Mr.  Blackwell.  Can  I  ask  one  more? 

Mr.  Wise.  If  you  can  make  it  quick. 
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Mr.  Blackwell.  Thank  you.  One  problem  we  experience,  and 
this  is  like  talking  about  the  American  flag,  mothers  and  apple  pie. 
Anything  we  do  to  jump-start  this  economy,  we  need  the  coopera- 
tion of  the  Federal  Reserve  System,  the  Treasury  Department,  be- 
cause if  we  are  not  going  to  get  the  proper  cooperation,  we  need 
to  take  steps  to  create  jobs  in  this  economy  and  give  investments 
to  business  people  who  want  to  do  business  here  in  this  country. 
If  the  Federal  Reserve  System  comes  up  with  policies  that  will  not 
allow  us  to  make  a  profit  or  to  completely  throw  the  economy  out 
of  whack — this  has  happened  so  many  times  in  this  country —  then 
I  think  we  are  wasting  our  time  and  the  time  of  the  American  peo- 
ple. How  do  you  feel  about  that? 

Have  you  experienced  that  or  do  you  feel  that  we  have  a  problem 
there? 

Mayor  Flynn.  Again,  I  think  that  there  is  so  many  issues  that 
are  behind  the  scenes  that  the  average  American  people  aren't 
aware  of — the  cards  are  stacked  against  average  working  families 
who  depend  on  us  in  Government  to  establish  a  level  plajdng  field. 
I  don't  think  there  is  a  level  playing  field  in  this  country  as  it  re- 
lates to  workers  versus  corporations  in  losing  jobs  to  foreign  coiin- 
tries.  I  will  tell  you,  I  think  that  it  is  a  major  issue. 

I  heard  Mr.  Perot  stimulate  audiences  in  communities  all  across 
the  country  on  that  very  issue.  I  was  in  Michigan  at  the  national 
campaign,  and  I  heard  that  kind  of  issue  of  losing  jobs  to  foreign 
countries  repeatedly.  It  was  the  number  one  issue.  I  heard  it  in 
Pennsylvania,  communities  all  across  this  coiintry,  so  I  think  we 
want  to  grow  the  economy.  I  think  that  is  clear,  but  I  think  we 
want  to  put  people  first,  put  Americans  first  as  well. 

Mr,  Blackwell.  Thank  you,  Mr.  Mayor.  I  agree  with  that,  but 
I  think  it  is  time  for  us  to  talk  about  the  cause,  the  total  picture 
of  why  we  are  having  these  problems.  If  we  do  that,  then  we  are 
going  to  restore  the  economy  to  where  it  should  be  and  jobs  will 
be  permanent  and  not  temporary.  Thank  you. 

Mr.  Wise.  The  gentleman's  time  has  expired.  The  gentleman 
fi*om  Pennsylvania,  Mr.  Shuster. 

Mr.  Shuster.  Thank  you,  Mr.  Chairman.  Mr.  Mayor,  good  to  see 
you  again.  I  appreciate  your  testimony.  I  am  one  of  those  who 
wants  to  be  persuaded  that  we  can  indeed  get  these  jobs  on  line 
quickly.  The  reason  I  want  to  be  persuaded  is  because  I  am  going 
to  have  to  persuade  many  of  my  colleagues  that  that  is  the  case, 
and  I  think  what  you  have  there  is  very  valuable  to  us,  and  I  have 
asked  our  staff  to  make  sure  we  get  copies  of  that  and  for  us  to 
vet  it  as  critically  as  we  possible  can  because  that  is  the  kind  of 
challenge  we  are  going  to  have. 

For  example,  the  Emergency  Jobs  Act  of  1983,  this  is  a  GAO  re- 
port. This  is  not  a  Republican  administration  report.  It  is  an  arm 
of  the  Congress,  GAO,  Emergency  Jobs  Act  of  1983,  funds  spent 
slowly;  few  jobs  were  created.  I  am  told  that  only  34  percent  of  the 
funds  were  spent  to  create  jobs  in  the  first  15  months  of  this  bill, 
which  this  committee  supported  and  passed,  and  therefore  this  is 
the  kind  of  challenge  we  are  going  to  get  when  we  go  to  the  Floor 
with  legislation.  So  I  know  that  we  are  going  to  be  very  tough  in 
terms  of  vetting  that  information,  and  I  know  you  respect  that  and 
appreciate  it  because  we  have  got  to  do  it. 
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Mayor  Flynn.  Mr.  Congressman,  I  anticipated  that  very  ques- 
tion, and  I  knew  it  was  going  to  come  from  you  because  I  know  how 
tough  you  are  when  witnesses  go  before  the  committee.  That  is 
what  this  Boston  proposal  specifically  does.  If  you  don't  mind  me 
sajdng,  I  am  one  step  ahead  of  you. 

Mr.  Shuster.  Wonderful.  I  sense  that  and  believe  it  and  I  very 
much  appreciate  it. 

Mayor  Flynn.  I  think  there  are  projects  like  that  all  over  this 
country.  I  think  it  is  going  to  be  a  major  challenge  for  this  Con- 
gress and  the  new  Clinton  administration  to  put  these  jobs  on  line 
immediately  and  hold  the  local  communities'  feet  to  the  fire. 

Mr.  Shuster.  I  also  think,  in  fact,  in  a  meeting  we  had  earlier 
this  morning  it  was  pointed  out  that  while  we  certainly  must  focus 
on  the  deficit,  the  realities  around  this  town  and  this  Congress  are 
that  when  we  go  to  the  Floor  and  when  the  President  sends  us  a 
deficit  reduction  package,  it  is  going  to  be  a  very  painful  package. 
We  are  going  to  have  to  have  at  least  some  sweetener  in  that  pain- 
ful package,  and  the  best  sweetener  we  can  have  is  a  solid  infra- 
structure program,  so  it  is  my  hope  that  we  will  be  able  to  come 
together  and  support  it  in  that  fashion. 

One  final  point.  I  have  been  the  author  of  the  buy- American  leg- 
islation on  transportation  in  the  past.  It  seems  to  me  that  in  an 
infrastructure  package  like  this,  our  buy-American  standards 
should  be  much  higher.  It  varies,  50,  60,  70  percent.  Perhaps  it  is 
not  unreasonable  to  say  it  should  be  100  percent  with  some  kind 
of  a  clause  that  says  if  something  doesn't  exist  in  the  United 
States,  then  perhaps  there  can  be  a  waiver,  but  what  is  your  feel- 
ing about  that? 

Mayor  Flynn.  Well,  this  Democrat  agrees  with  this  Republican 
in  that  area  as  well,  and  I  hope  that  whatever  very  httle  influence 
that  we  can  provide  together,  we  can  convince  this  Government 
that  let's  take  care  of  our  own  people  first. 

Mr.  Shuster.  Thank  you.  Mr.  Chairman,  I  think  it  is  important 
that  we  raise  the  standard  on  buy  American  for  this  kind  of  legisla- 
tion. Thank  you  very  much. 

Mr.  Wise.  Good  point.  The  gentleman  from  California,  Mr.  Mi- 
neta. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Mayor,  I 
apologize  for  having  had  to  leave  during  your  testimony,  but  in  re- 
viewing it,  you  referred  to,  and  I  quote,  "the  so-called  end  of  the 
recession."  There  has  been  a  lot  of  discussion  about  as  to  whether 
or  not  there  is  an  end  to  the  recession.  It  seems  to  me  from  a  pure- 
ly technical  definition  of  what  we  know,  of  what  we  think  to  be  the 
economic  indicators  that  say,  yes,  something  has  come  to  an  end, 
technically  we  probably  have  had  the  "end  of  the  recession",  but  it 
seems  to  me  that  even  looking  at  the  figures  that  came  out  last  Fri- 
day, 64,000  new  jobs  created  in  the  last  quarter.  Now  that,  to  me, 
is  no  growth  in  an  economy  as  large  as  ours,  and  so  today  after 
22  months  of  quote  "so-called  recovery"  unquote,  we  have  200,000 
fewer  jobs  in  the  economy  today  than  we  did  at  the  end  of  the  re- 
cession. That  is  one  and  a  quarter  million  fewer  jobs  than  we  had 
at  the  beginning  of  the  recession.  Under  these  circumstances  can 
we  afford  not  to  take  action  to  create  some  form  of  stronger  growth, 
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and  what  would  be  the  effects  in  your  area  if  we  did  not  take  some 
action  to  invest  in  the  growth  of  the  economy? 

Mayor  Flynn.  I  think  the  sound  of  steel  going  in  the  ground 
would  be  the  best  boost  to  the  overall  feeling  that  the  country  is 
on  the  right  track.  I  don't  hear  that  sound  all  across  this  country. 
I  pointed  out  that  while  the  official  unemplo5rment  statistics  are  7.3 
percent,  I  have  identified  that  in  30  of  the  largest  cities  it  is  actu- 
ally 14.9  percent,  because  when  you  factor  in  the  discouraged  work- 
ers or  those  people  who  have  given  up  on  the  system,  who  don't  be- 
lieve that  they  are  ever  going  to  find  a  job,  and  on  the  other  hand 
part-time  workers  who  are  also  looking  for  full-time  jobs,  to  be  hon- 
est with  you,  Mr.  Chairman,  I  don't  see  any  evidence  of  the  econ- 
omy on  the  rebound.  I  don't  see  that. 

Now,  you  know,  you  will  have  a  distinguished  group  of  econo- 
mists who  will  be  coming  on  immediately  after  me,  and  they  will 
be  able  to  provide  certain  statistical  data,  making  this  point  more 
professionally  than  I  could.  I  guess  what  my  experience  is  is  just 
listening  to  people  in  neighborhoods  of  Boston  and  in  this  national 
campaign  the  opportunity  to  hear  people  across  the  country,  and  I 
don't  hear  anybody  saying  that  the  economy  is  making  a  comeback. 

As  a  matter  of  fact,  I  hear  a  lot  of  people  recently,  particularly 
since  the  election,  sajdng  that  finally  we  are  back  on  the  right 
track.  I  guess  the  evidence  of  that  is  that  we  have  had  an  election 
and  we  have  new  faces,  but  the  evidence  from  a  statistical  eco- 
nomic point  of  view,  I  don't  see  it.  I  don't  see  it.  I  think  people 
want  to  believe  again,  but  I  don't  believe  they  really — I  don't  thmk 
the  evidence  is  clearly  there.  As  a  matter  of  fact,  I  would  say  this: 
That  if  it  were  as  important  to  pass  this  a  year  ago,  these  infi-a- 
structure  ready-to-go  projects,  if  it  were  important  to  pass  them  a 
year  ago,  I  would  say  it  is  even  more  important  to  pass  them  now 
because  of  the  new  euphoria,  the  euphoria  of  new  leadership  and 
a  specific  message  that  you  could  provide  as  Chairman  of  this  full 
committee  in  terms  of  the  economy  being  the  number  one  issue.  I 
think  that  would  be  the  first  tangible  evidence,  sign  that  the  Gov- 
ernment is  focusing  on  this  criticed,  number  one  issue  and  that  peo- 
ple then  could  really  believe  that  the  country  is  making  a  come- 
back, not  on  what  some  people  from  the  academic  community  show 
on  these  charts  over  there. 

These  charts  don't  help  my  people  in  Boston  who  are  unem- 
ployed. They  prove  nothing.  Those  charts  over  there  are  the  De- 
partment of  Commerce  or  DOL,  Department  of  Labor  sa3dng  that, 
you  know,  the  economy  is  starting  to  move  in  the  right  direction, 
when  all  these  people  are  unemployed  and  they  have  no  money  to 
pay  their  bills.  That  is  not  very  reassuring.  I  think  passage  of  this 
type  of  legislation  would  finally  send  the  right  message  that  Amer- 
ica is  on  the  road  to  recovery  and  that  recovery  is  a  job  and  the 
respect  that  a  job  brings. 

The  Chair.  I  think  you  are  absolutely  right.  When  I  had  a  con- 
versation with  the  President-elect,  I  was  saying  that — if  I  could 
paraphrase  Yogi  Berra — the  economy,  despite  all  the  leading  eco- 
nomic indicators  and  what  they  indicate,  I  said  the  economy  hasn't 
turned  around.  In  fact,  we  really  have  to  wait  until  we  see  it,  in 
fact,  having  turned  around. 

Mayor  Flynn.  Right,  it  ain't  over  until  it  is  over. 


33 

The  Chair.  If  I  could  impose  on  the  good  Chairman's  time  here, 
you  indicated,  and  I  would  like  to  quote:  "not  some  make-work  pro- 
gram to  pad  government  payrolls,  but  a  program  that  will  rebuild 
the  American  economy",  unquote.  I  think  this  is  a  message  that  all 
of  us  want  to  talk  about  because  I  think  if  we  use  pubUc  sector  dol- 
lars to  leverage  the  private  sector,  what  we  are  really  doing  is  mul- 
tiplying the  impact  of  what  the  public  dollars  are  doing.  I  assume 
that  this  is  what  you  would  see  happening  across  the  country. 
Mayor  Flynn.  That  is  correct,  exactly. 
The  Chair.  If  we  are  able  to  do  this. 

Mayor  Flynn.  Yes,  that  is  exactly  what  it  is.  Again,  these  are 
not  make-work  jobs,  these  are  jobs  in  the  private  sector  that  have 
been  shelved,  that  have  been  put  on  hold  for  various  reasons  at  the 
local  level,  and  if  the  Federal  Government  and  the  State  govern- 
ment and  the  local  government,  the  business  community,  all  pool 
their  resources  and  their  energy,  as  Hmited  as  they  are,  I  think  you 
can  get  the  biggest  bang  for  the  buck  by  putting  people  back  to 
work,  getting  people  off  unemployment,  giving  them  paychecks. 

The  Chair.  You  know,  in  your  leadership  role  as  President  of  the 
U.S.  Conference  of  Mayors  and  other  capacities,  is  there  a  rule  of 
thumb  that  can  be  used  to  show  what  the  leveraging  impact  might 
be:  a  dollar  spent  by  the  public  sector,  and  how  that  leverages  on 
the  private  sector? 

Mayor  Flynn.  In  many  experiences,  it  is  about  one  dollar  for 
about  four.  That  is  rule  of  thumb  to  some  of  us.  I  am  sure  other 
people  have  other  experiences.  That  generally  has  been  mine  be- 
cause that  has  always  been  the  central  question. 

The  Chair.  Thank  you  again  very,  very  much,  Mr.  Mayor,  for 
your  leadership  over  a  long  period  of  time. 
Mr.  Wise.  Thank  you,  Mr.  Chairman. 
Recognize  the  gentleman  from  New  York,  Mr.  Quinn. 
Mr.  QuiNN.  Thank  you,  Mr.  Chairman. 
Not  a  question,  just  an  observation. 

Like  you,  Mr.  Mayor,  I  come  from  local  government.  Talk  about 
new  faces  in  a  national  administration,  I  am  one  of  those  110  new 
freshinen  that  were  elected  from  all  across  this  country. 

Local  government  is  not  looking  for  a  handout.  This  needs  to  be 
a  partnership  with  local.  State,  and  county  governments  and  the 
Federal  Government  working  together.  Coming  from  local  govern- 
ment, I  also  know  that  there  are  some  reaUties  we  must  recognize. 
A  Federal  grant  application  we  used  to  say  in  on  the  local  level, 
would  be  sent  to  the  "black  hole"  in  Washington.  Local  government 
would  never  see  the  funds  for  a  long  period  of  time. 

I  want  to  urge  all  of  us  and  my  colleagues  here  that  we  expedite 
and  ensure  this  is  a  real  working  partnership.  The  new  administra- 
tion will  be  inaugurated  next  week,  and  we  need  to  be  able  to 
strike  that  partnership.  Please  convey  this  message  to  your  col- 
leagues and  the  Conference  of  Mayors;  and  send  good  tidings  from 
my  Mayor  in  Buffalo,  Jim  Griffin,  who  is  a  friend  of  yours,  that  we 
all  work  together  in  a  bipartisan  fashion  to  send  the  President  the 
same  message.  The  Chairman  spoke  to  the  President  this  morning, 
it  is  essential  we  all  send  him  the  same  message  on  behalf  of  the 
people  in  this  country,  infrastructure  investment  is  vital  to  our 
cities  and  the  economy. 
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I  thsink  you  again  for  your  testimony  this  morning. 

Mayor  Flynn.  Thank  you,  Congressman. 

Mr.  Wise.  Thank  you.  Mr.  Nadler. 

Mr.  Nadler.  Thank  you.  I,  too,  will  just  make  a  brief  statement 
on  commenting  on  some  of  the  Mayor's  statements  and  some  other 
comments. 

I  simply  want  to  observe  that  from  my  point  of  view,  while  it  is 
important  to  get  an  economic  stimulus  into  the  ground  early,  the 
real  problem  we  face  is  a  long-term  secular  decline  in  living  stand- 
ards because  of  a  long-term  stagnation  in  investment  and  infra- 
structure and  in  research  and  investment  in  the  country,  and  I  am 
much  more  concerned  about  a  long-term,  large-scale  investment 
strategy  and  policy  so  that  we  can  get  the  economy  moving  in  the 
long-term  because  we  are  dealing  with  a  long-term  stagnation  and 
not  particularly  a  cyclical  decline. 

Thank  you. 

Mr.  Wise.  Mr.  Hutchinson. 

Mr.  Hutchinson.  Well,  I  have  one  very  brief  question. 

First  of  all,  let  me  say  how  much  I  appreciate  your  testimony 
and  your  contribution  today.  I  want  to  go  back  to  a  subject  that 
came  up  earlier  about  the  idea  of  redefining  and  broadening  the 
definition  of  infrastructure  to  include  schools  and  public  buildings 
and  so  forth,  and  I  got  the  impression  from  what  you  said  at  that 
time  that  you  thought  that  might  not  be  a  bad  idea.  My  concern 
would  be  that  we  might  create  a  virtual  "black  hole"  for  Federal 
spending  if  you  did  something  like  that,  particularly  at  a  time 
when  Federal  resources  are  so  scarce  for  the  more  basic  and  tradi- 
tional definition  of  what  infrastructure  includes,  and  so  could  you 
just  comment  very  briefly  on  that,  and  had  we  not  ought  to  focus 
on  those  more  traditional  basic  infrastructure  needs? 

Mayor  Flynn.  Yes,  that  is  a  very,  very  fair  astute  observation. 
This  is  not — I  think  it  is  important  to  point  out,  and  I  think  Con- 
gresswoman  Molinari  made  the  point  that  we  are  not  trying  to  sub- 
stitute things  that  should  be  done  at  the  local  level  and  passing  it 
on  to  the  Federal  Government  as  a  substitute  for  what  we  should 
be  doing  at  the  local  community. 

So,  you  know,  certainly  those  municipal,  those  county  kind  of 
services,  as  the  Congressman  from  Buffalo  was  talking  about, 
ought  to  continue,  and  we  have  done  that.  That  is  why  we  put  our 
money  where  our  mouth  is,  for  example,  in  Boston,  but,  you  know, 
at  the  same  time  you  reach  a  debt  capacity  as  to  how  far  you  can 
go.  You  can't  go  any  further  based  on  what  your  financial  limita- 
tions are  in  your  community. 

At  the  same  time  we  see  this  massive  problem  out  there  of  un- 
employment and  despair  and  a  stagnant  economy,  and  so  under 
this  kind  of  emergency  situation,  I  think  the  Congressman  who  just 
spoke  is  right,  there  has  to  be  two — it  is  a  two-pronged  attack:  one, 
short  term  and  then  a  long  term.  But  I  am  not — I  don't  think  any 
of  us  are  really  expecting  that  the  programs  that  we  should  be 
doing  at  the  local  level  should  be  now  added  to  this  list  because  it 
is  some  sort  of  Christmas  tree  of  goodies  here,  so,  you  know,  what 
we  wanted  to  do  is  identify  the  fact  that  there  are  7,000  projects 
in  the  country,  7,000  projects. 
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We  don't  expect  that  the  Government  is  going  to  be  able  to  fi- 
nance all  of  these  projects,  but  it  gives  you  a  road  map  of  where 
this  country  could  go  if  it  had  Federal  support,  so  you  are  right  to 
be  concerned  and  to  be  cautious  about  adding  other  things  on  this 
Christmas  tree.  That  is  not  our  intention. 

Mr.  Hutchinson.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  The  gentleman  from— let  me  jump  over  Greg  and  I 
will  get  back— the  gentleman  from  Minnesota,  Mr.  Oberstar. 

Mr.  Oberstar.  Thank  you,  Mr.  Chairman. 

Mayor,  you  have  laid  out  a  very  workable  plan  for  getting  jobs 
moving  again  in  America.  There  is  a  17-plus  percent  unemploy- 
ment rate  in  the  building  trades  throughout  America.  In  some 
areas  it  is  significantly  higher  than  that,  and  putting  people  to 
work  in  that  sector  is  so  critically  important  because  that  dollar 
goes  in  the  paycheck  and  out  into  the  community,  as  you  have 
rightly  noted. 

What  I  wanted  to  point  out,  to  single  out  in  your  testimony  was 
a  very  innovative  proposal  that  the  new  administration  designate 
an  agency  of  government,  and  begin  processing  applications,  if  you 
will,  before  the  legislation  is  enacted.  If  the  President  puts  his 
shoulder  behind  an  economic  investment  initiative  of  the  kind  that 
we  could  well  be  considering  in  this  committee,  he  ought  to  get  the 
machinery  of  government  moving  early  so  that  there  is  no  delay. 

When  we  enacted  the  Local  Pubhc  Works  Act  in  1977  and  again 
in  1979,  we  put  a  time  line  of  three  months  from  time  of  approval 
of  project  to  getting  under  way  with  construction.  That  time  frame 
needs  to  be  shortened  even  further,  and  it  needs  to  be  vigorously 
enforced. 

As  the  gentleman  from  Pennsylvania  pointed  out,  GAO  did  a 
study  showing  that  there  were  some — there  was  some  slippage  in 
a  number  of  projects  around  the  country.  We  can't  afford  that.  We 
can't  afford  to  have  that  delay.  People  want  those  jobs.  We  have 
to  be  credible  with  the  program. 

We  can  do  it.  We  can  get  under  way  earlier  than  in  the  past.  We 
know  how  to  do  it. 

This  committee  can  fashion  legislation  to  get  there,  and  we  need 
the  support  of  the  administration  to  do  that,  and  the  Federal  Eco- 
nomic Development  Administration  is  the  agency,  the  best  delivery 
mechanism  we  have  for  reaching  out  all  across  the  country  for  get- 
ting projects  like  this  under  way.  It  has  the  experience  in  the  past 
to  know  how  to  do  it. 

I  think  your  idea  is  a  good  one.  I  would  like  to  see  us  move 
ahead.  I  think  we  could  have  a  half-million  jobs  in  place  by  August 
if  we  would  release  $3  billion  of  the  surplus  in  the  Highway  Trust 
Fund  that  is  being  held  back  to  cover  up  deficit,  a  biUion-and-a-half 
dollars  in  the  Aviation  Trust  Fund  that  is  being  held  back  to  cover 
up  deficit,  for  projects  that  are  designed,  engineered,  and  ready  to 
go.  The  FAA  has  identified  486  airport  projects  all  across  the  coun- 
try that  are  designed,  engineered,  ready  to  go  but  for  the  money. 
Those  are  taxes  paid  for  benefits  not  received,  and  every  one  of 
them  will  reduce  congestion  and  improve  transportation.  We  need 
to  get  the  public  sector  productive  so  the  private  sector  can  be  pro- 
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ductive  and  do  what  it  does  best.  Your  insight  into  this  is  very  re- 
freshing and  very  helpful. 

Mayor  Flynn.  There  are  so  many  areas  of  my  experience  with 
this.  Yours  is  much  broader  than  mine  with  the  Federal  Govern- 
ment, but  there  are  so  many  various  agencies  of  the  Federal  Gov- 
ernment that  deal  with  filling  one  pothole  that  I  think  you  really 
need  to  coordinate  that  kind  of  activity,  so  what  happened  with  the 
report  that  we  just  heard  about  doesn't  happen.  There  is  one  per- 
son with  their  shoulder  to  the  wheel,  hopefully  the  President,  with 
all  the  departments  pushing  behind  along  with  the  Congress.  That 
is  what  I  think  the  image  of  Washington  needs  to  be  portrayed  to 
the  American  people. 

Mr.  Oberstar.  Mayor,  you  are  an  administrator  and  a  good  one. 
You  know  that  it  is  a  matter  of  administration,  it  is  a  matter  of 
somebody  riding  herd  and  saying  we  are  not  going  to  approve 
projects  unless  we  are  convinced  that  the  bulldozers  can  be  rolling 
within  this  time  frame,  and  that  can  be  a  very  short  time  ft-ame. 
It  is  simply  a  matter  of  will  and  determination  and  being  tough  on 
project  review  and  approval. 

I  want  to  see  us  do  that.  We  could  fashion  a  legislation.  We  will 
need  to  accomplish  the  goal.  We  will  need  the  support  and  partici- 
pation of  the  White  House  and  the  executive  branch  agencies,  in 
this  case  EDA  as  well  as  FAA  and  the  Federal  Highway  Adminis- 
tration to  make  sure  those  projects  roll  on  time. 

The  Chair.  Would  the  gentleman  yield  for  a  moment? 

Mr.  Oberstar.  I  would  be  glad  to  yield. 

The  Chair.  Mayor,  if  we  do  this  on  a  block  grant  basis,  and  you 
say  there  are  too  many  agencies  involved  in  filling  a  pothole,  but 
if  we  do  it  on  a  block  grant  basis  and  make  the  decision  on  a  local 
level  as  to  whether  you  are  going  to  do  potholes  or  lay  another 
sewer  down  this  street  or  whatever  else,  won't  we  get  away  fi-om 
the  problem  of  the  layering  of  bureaucracy? 

Mayor  Flynn.  By  doing  it  with  community  development  block 
grants? 

The  Chair.  Yes,  sir. 

Mayor  Flynn.  Well,  I  think  that  communities,  you  know,  know 
best  how  to  deal  with  how  to  fill  that  pothole.  I  don't  really  need 
the  Majority  Leader  to  sign  a  bill  to  tell  me  how  to  fill  a  pothole. 
I  know  how  to  do  it.  Just  give  me  the  gravel  and  I  can  do  it. 

The  Chair.  Absolutely, 

Mr.  Oberstar.  I  yield  back  the  balance  of  my  time,  Mr.  Chair- 
raan. 

Mr.  Wise.  The  gentleman  from  Florida,  Mr.  Mica. 

Let  me  just  make  an  announcement,  some  of  you  I  know  have 
travel  plans,  and — well,  not  plans  as  much  as  tickets,  and  so  what 
we  are  going  to  do  is  to  put  all  the  witnesses  on  in  one  panel,  that 
you  will  present  as  a  block.  In  other  words  the  economists  will 
speak  as  a  block,  then  we  will  turn  to  the  others.  Then  we  will 
open  it  up  for  questions. 

My  hope  is  we  can  also  get  a  good  interchange,  but  those  of  you 
who  are  looking  nervously  at  the  clock,  I  want  you  to  know  you  are 
all  going  to  be  on  one  panel  so  that  there  will  not  be  the  inter- 
spersed questions  between  panels,  so  what  that  means  is  prepare 
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name  tags  for  everybody,  and  enlarge  the  table.  As  we  say,  add  a 
few  more  plates. 

The  gentleman  from  Florida,  Mr.  Mica. 

Mr.  Mica.  Thank  you,  Mr.  Chairman,  and  thank  you,  Mr.  Mayor, 
for  being  with  us.  A  couple  of  quick  questions.  If  we  adopted  all  the 
recommendations  in  the  book  you  have  there,  how  much — ^what  is 
the  total  price  tag,  do  you  know? 

Mayor  Flynn.  About  $13  billion. 

Mr.  Mica.  $13  bilhon.  Is  there  any  kind  of  a  breakdown  between 
whether  local,  State  and  Federal  projects 

Mayor  Flynn.  Yes,  the  first  page  I  open  to  is  Alaska.  It  talks 
about  the  question  of  Fairbanks,  I  just  happen  to  pick 

Mr.  Mica.  I  meant,  sir,  just  as  far  as  the  whole  country  is  con- 
cerned, is  that  contained  and  can  the  staff  get  that?  So  we  can  get 
an  idea 

Mayor  Flynn.  I  look  forward  to  when  I  can  give  this  book  up. 
I  have  been  carrying  it  around  with  me  for  a  long  time. 

Mr.  Mica.  Thank  you.  If  you  were  in  our  position,  how  would  you 
pay  for  that? 

For  example,  right  now  we  have  a  $4.1  trillion  deficit.  I  am  not 
sure  if  your  city  works  on  a  deficit  basis,  but  we  are  going  to  be 
faced  with  either  increasing  revenues  or  the  deficit  very  quickly 
here.  Do  you  have  a 

Mayor  Flynn.  Well,  if  I  was  sitting  in  your  chair,  which  I  am 
not,  but  if  I  were  I  would  certainly  look  at  the  gasoHne  tax  to  have 
that  money  to  directly  go  into  putting  people  back  to  work. 

Mr.  Mica,  As  one  area. 

Mayor  Flynn.  I  would  have  it  directly  earmarked. 

Mr.  Mica.  Also  real  quickly,  and  I  don't  know  if  our  staff  can  find 
this  out,  how  many  of  those  projects  may  be  in  the  pipeline  or  eligi- 
ble already  for  some  money  that  has  not  come  forth  because  it  is 
used  as  an  offset  in  the  deficit.  That  might  be  an  interesting  ques- 
tion because  some  of  that  could — are  any  of  those  projects  in  that 
category? 

Mayor  Flynn.  I  am  sorry,  Congressman? 

Mr.  Mica.  Well,  it  was  said  that  there  are  many  projects  that  we 
now  have  that  have  been  either  tabled  or  shelved  because  those 
fimds,  we  have  not,  you  know,  ftdly  put  forth.  They  are  authorized, 
et  cetera.  Maybe  we  could  fi*om  our  staff  get  some  indication  of 
what  is  in  the  pipeline.  Are  any  of  the  projects  that  they  have  spo- 
ken about  in  that  report,  do  you  know? 

Mayor  Flynn.  No.  These  are  projects  that  have  no  identified 
fiinding  mechanism. 

Mr.  Mica.  The  last  quick  point.  It  appears  that  you  are  close  to 
the  Clinton  administration. 

Do  you  know  if  this  has  been  checked  off  by  any  of  the  transition 
folks  or  should  we  look  for  this  as  part  of  a  package  coming  down 
the  pike?  Has  it  been  endorsed  by  any  of  those  folks? 

Mayor  Flynn.  Well,  Mr.  Clinton  endorsed  the  concept  in  June, 
last  Jime,  during  the  presidential  campaign  of  the  ready-to-go  Re- 
build America,  which  is  basically  not  these  specific  projects,  but  the 
investment  by  the  Federal  Government  into  the  economy,  jump 
starting  the  economy,  putting  people  back  to  work,  so  Mr.  Clinton 
and  the  general  concept — and,  by  the  way,  his  Cabinet  folks  have 
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been  very  supportive  and  very  enthusiastic  as  well  around  the 
same  philosophy  of  jump  starting  the  economy  and  putting  America 
back  to  work  as  the  number  one  priority. 

Mr.  Mica.  Okay,  but  no  specific  legislative  proposals  at  this  point 
that  you  have  heard  of  that  incorporate  that? 

Mayor  Flynn.  Except  that  I  would  hope  that  he  would  look  at 
Boston  first  as  one  of  his  most  loyal  supporters. 

Mr.  Mica.  I  have  a  prejudice  for  Florida. 

Thank  you  so  much,  Mayor,  and  thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  would  also  like  to  point  out  the  greatest  primary  vote 
he  got  was  in  the  State  of  West  Virginia,  though. 

The  gentleman  fi*om  Texas,  Mr.  Laughlin. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman. 

Mayor  Flynn,  I  greatly  appreciate  your  words  about  balance. 

Unfortunately,  the  city  has  taken  it  on  the  chin  for  12  years. 
Rural  America  has  been  taking  it  on  the  chin  for  a  longer  period 
of  time,  as  the  statistics  will  point  out. 

I  appreciate  your  voice  of  balance  and  concern  because  one  part 
of  America  should  not  get  more  than  another  part  of  America,  and 
your  voice  of  balance  is  much  appreciated.  I  encourage  you  to  pur- 
sue that  because  I  will  safely  assure  you  that  you  will  be  in  the 
White  House  more  than  all  of  the  200-so  mayors  I  represent  will 
be  there  this  year,  and  so  we  are  going  to  need  you  to  be  a  voice 
that  will  speak  both  for  rural  America  as  you  speak  for  your  city. 

The  realities  are  you  have  got  several  Congressmen  in  your  city, 
but  I  can  bring  it  closer  to  home.  Houston  has  six  Congressmen, 
and  I  represent,  again,  an  area  larger  than  your  State,  and  there 
are  members  of  this  Congress  who  have  districts  four  or  five  times 
larger  than  my  district,  so  it  points  out  we  have  got  to  have  you 
as  a  voice. 

The  last  thing  I  would  encourage  you  to  keep  in  mind  as  you 
think  in  terms  of  the  gasoline  tax,  take  a  look  at  the  percent  paid 
by  the  people  I  represent  and  the  people  in  the  south  and  west  of 
our  country  compared  to  the  people  in  your  part  of  the  country  and 
be  a  voice  of  fairness  on  how  much  each  of  us  pay  and  at  that  same 
time  considering  that  people  in  the  south  and  west  travel  each  day 
on  the  gasoline,  gallon  of  gasoline  and  pay  tax,  sometimes  four  and 
five  times  the  distance,  consequently  they  will  pay  substantially 
more. 

Consider  the  fairness  of  taking  away  the  exemption  of  a  fuel  tax 
that  is  on  heating  oil,  and  that  may  not  be  politically  popular  in 
your  area,  but  I  assure  you  it  is  not  politically  popular  in  the  areas 
where  we  rely  solely  on  the  vehicle  for  our  transportation  to  pay 
substantially  more  than  people  in  the  cities  and  the  people  in  your 
part  of  the  country.  So  I  close  by  asking  you  to  be  a  voice  of  reason 
and  balance. 

Thank  you,  mayor,  for  your  very  stimulating  presentation.  I  wish 
you  had  more  time  to  spend  with  us. 

Mayor  Flynn.  Thank  you. 

Mr.  Wise.  The  gentleman  from  New  Jersey,  Mr.  Franks. 

Mr.  Franks.  Mr.  Chairman,  thank  you. 

Mayor,  thank  you  very  much  for  your  testimony.  I  have  a  level 
of  concern  about  the  projects.  It  goes  to  the  issue  of  the  regulatory 
agencies  that  had  to  issue  licenses,  permits,  approvals  for  a  myriad 
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of  the  activities  that  would  need  to  be  pursued  in  order  to  bring 
these  projects  to  fruition. 

Those  licenses,  those  approvals  carry  some  kind  of  time  frame. 
They  don't  go  interminably.  There  is  a  window  during  which  those 
approvals  are  valid.  Are  you  concerned  that  as  we  debate  this  issue 
some  of  these  permits  and  approvals  may  be  expiring,  thereby  re- 
quiring these  projects  to  go  back  through  the  regulatory  process  to 
get  their  approvals  all  over  again,  further  delaying  our  ability  to 
put  these  projects  in  the  ground? 

Mayor  Flynn.  Congressman,  in  the  questionnaire  that  we  sent 
to  the  cities,  we  got  504  responses,  which  generated  over  7000 
projects  that  had  been  suspended.  This  is  going  back  now  some 
time. 

The  reason — one  of  the  questions  that  I  asked  on  the  question- 
naire was  what  is  the  period  of  time,  because  that  was  the  linger- 
ing controversy.  Would  these  projects,  if  they  were  in  the  ground, 
would  they  have  an  immediate  effect  on  the  economy?  Could  it 
jump  start  the  economy?  And  I  asked  that  specific  question. 

They  came  back  and  they  said  that  these  projects,  to  show  by 
way  of  example  to  the  Congress  and  to  the  President,  that  if  these 
projects  were  approved,  then  they  could  move  forward,  we  would 
have  to  revise  that  because,  yes,  there  are  certain  timetables  that 
have  expired.  But,  again,  this  is  only  a  survey  of  504  communities. 

Now,  you  are  going  to  hear  from  the  counties  and  the  rural  areas 
that  also  have  a  number  of  infrastructure  problems  just  as  severe 
as  the  cities  do,  so  I  think  you  are  going  to  find  that  there  has  been 
a  real  negligence  of  dealing  with  infrastructure  all  across  this  coun- 
try for  a  long  period  of  time,  unlike  other  countries — Japan,  Tai- 
wan, Germany  where  they  have  made  investments  in  their  infra- 
structure. 

We  have  not  had  it  here  in  this  country,  and  it  would  be  a  disas- 
ter to  have  the  debate  turn  rural  area  against  cities  or  big  cities 
against  small  towns  because  we  are  all  in  the  same  boat  here,  and 
the  boat  is  leaking  dramatically,  and  that  is  what  this  issue  is 
about.  Some  of  these  projects  would  have  to  be  revised,  but  I  think 
you  could  have  a  book  to  the  ceiling,  you  would  have  to  have  a 
domed  stadium  with  a  removable  roof  in  order  to  have  the  infra- 
structure needs  that  are  building  and  building  and  building,  even 
as  we  are  speaking. 

Mr.  Franks.  Mr.  Mayor,  I  concur  with  you.  I  want  to  point  out 
that  oftentimes  when  these  permits  or  applications  or  licenses  ex- 
pire, oftentimes  the  standards  have  been  adjusted  and  the  project 
can  no  longer  meet  the  newly  adopted  standards,  and  I  have  fur- 
ther concern  about  that,  so  as  we  look  at  these  projects,  I  think  it 
is  going  to  be  within  our  responsibility  on  this  committee  to  make 
certain  that  these  projects  have  the  level  of  regulatory  approval 
and  a  lifespan  during  which  we  can,  in  fact — 

Mayor  Flynn.  Certainly  the  Americans  with  Disabilities  Act 
would  be,  I  guess,  a  concern  that  would  be  an  example  of  what  you 
are  talking  about. 

Mr.  Franks.  Thank  you,  Mr.  Chairman.  Thank  you. 

Mr.  Wise.  The  gentleman  from  California,  Mr.  Tucker. 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Chairman. 
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Mr.  Mayor,  thank  you  very  much  for  your  time  and  for  your  tes- 
timony today.  As  a  former  mayor  of  a  local  city,  the  City  of  Comp- 
ton,  California,  I  was  one  of  the  first  respondents  to  your  call  with 
the  U.S.  Conference  of  Mayors  to  put  in  my  ready-to-go  project,  and 
I  believe  it  is  still  included  in  the  very  large  compendium  that  you 
have  before  you.  I  truly  appreciate  all  your  comments  and  specifi- 
cally one  of  the  comments  that  indicates  that  if  we  can  fast  track 
jobs  somewhere  else,  then  most  certainly  we  can  fast  track  jobs 
here  in  America. 

I  want  that  the  charity  does  begin  at  home  and  spreads  abroad. 
Also  I  think  that  your  comments  are  very  pertinent  inasmuch  as 
this  whole  debate  about  whether  or  not  we  should  back  off  of  an 
economic  stimulus  tends  to  turn  on  some  of  these  economic  indica- 
tors, and  these  economic  indicators,  of  course,  must  be  looked  at 
not  only  at  first  light  but  must  be  looked  at  in  full  context. 

We  talked  about,  and  you  have  talked  about  the  national  unem- 
ployment rate  being  at  roughly  seven  percent.  Well,  I  am  sure  in 
Boston,  as  in  the  City  of  Compton  and  other  cities  and  communities 
all  around  this  country,  that  that  unemplo3mient  rate  is  much 
higher. 

In  the  City  of  Compton  it  is  somewhere  like  25  percent,  and  we 
don't  even  want  to  talk  about  the  unemployment  rate  of  certain 
strata  individuals.  Let's  say,  males  between  the  ages  of  16  and  35 
years  old,  it  is  even  double  that. 

So  I  would  implore  you,  as  my  colleagues  have  done,  to  stay  the 
course,  and  we  most  certainly  will  do  our  job  here,  but  if,  in  effect, 
you  have  the  ear  of  President-elect  Clinton  and  others  who  can 
make  some  concrete  decisions  on  this,  to  accelerate  this  as  soon  as 
possible,  then  I  would  encourage  you  to  do  so. 

Once  again,  I  applaud  you  for  your  work  thus  far.  We  look  for- 
ward to  working  with  you  on  this.  Thank  you. 

Mr.  Wise.  Thank  you. 

The  gentleman  from  Georgia,  Mr.  Collins. 

Mr.  Collins  of  Georgia.  Mr.  Chairman,  I  just  want  to  extend  my 
appreciation  to  the  Mayor  for  appearing  before  this  subcommittee 
here  this  morning.  I  thought  your  remarks  were  very  informative. 

I  have  problems  with  the  fact  that  there  may  be  some  suggestion 
of  tax  increases,  especially  tax  increases  that  affect  middle  class 
working  America,  but,  again,  thanks  for  being  here.  I  know  you 
have  a  schedule  to  meet. 

I  have  some  questions,  but  we  will  do  some  research  on  them  and 
find  the  answers  ourselves. 

Thank  you. 

Mayor  Flynn.  Thank  you.  Congressman. 

Mr.  Wise.  And  thank  the  gentleman. 

At  this  point  I  would  like  to  request  unanimous  consent  to  intro- 
duce two  statements  into  the  record  for  opening  statements,  the 
gentleman  from  Michigan,  Mr.  Barcia,  and  the  gentleman  from  Illi- 
nois, Mr.  Costello. 

[The  statements  of  Messrs.  Barcia  and  Costello  follow:] 
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Statement  of  Hon.  James  A.  Barcia 

Hearing  of  the  Economic  Development  Subcommittee 
January  15,  1993 


MR.  CHAIRMAN,  I  would  like  to  thank  you  for  your  leadership 
in  getting  such  a  quick  start  on  this  most  important  of  subjects: 
investment  in  our  economy.  I  would  like  to  offer  my  support  for 
this  series  of  hearings  on  short  and  long-term  infrastructure 
investment  strategies,  and  express  my  commitment  to  participate  at 
every  stage  of  this  process. 

If  we  are  to  address  the  economic  distress  now  being  faced  by 
American  citizens  such  as  those  in  my  5th  District  of  Michigan,  we 
must  act  in  a  timely  fashion.  The  Department  of  Labor  recently 
announced  that  our  December  state  unemployment  rate  was  7.9 
percent,  with  a  three-month  average  of  8.4  percent.  Although 
there  are  those  who  suggest  that  we  are  emerging  from  the 
recession  that  has  been  dragging  on  our  economy  since  1990,  an  8 . 4 
percent  unemployment  rate  is  not  acceptable  for  my  constituents, 
nor  should  it  be  for  anyone  in  this  country.  We  must  provide 
relief.  It  must  be  provided  in  a  responsible  way,  and  only  for  as 
long  as  it  is  absolutely  necessary,  but  we  must  act  to  provide 
short  term  employment  relief  for  our  citizens  who  cannot  find  a 
job. 
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I  also  salute  you,  Mr.  Chairman,  for  paying  much-needed 
attention  to  the  necessity  for  long-term  structural  changes  in  our 
economy.  My  constituents  and  I  are  well  aware  that  no  short  term 
program  will  address  the  enormous  crisis  presented  by  American 
jobs  which  have  disappeared  from  the  automobile  and  other 
manufacturing  industries. 

In  addition,  I  know  that  there  are  many  communities  facing 
tremendous  hardship  due  to  the  pending  closure  of  a  military  base 
in  their  area.  The  Air  Force  has  predicted  that  the  closure  of 
Wurtsmith  Air  Force  Base  in  my  district  will  result  in  a  loss  of 
50  percent  of  the  population  of  Oscoda,  Michigan.  The  Air  Force 
economic  analysis  estimates  an  unemployment  rate  of  approximately 
27  percent  after  the  closure  of  Wurtsmith  and  the  Michigan 
Department  of  Social  Services  has  predicted  that  by  1995  one-third 
of  the  households  in  Iosco  county  will  be  receiving  social  program 
assistance  due  to  the  loss  of  jobs  in  the  area. 

These  problems  will  not  be  solved  through  a  short-term 
federal  stimulus  program.  Our  nation's  competitiveness  must  be 
enhanced  through  long-term  worker  retraining,  and  government  and 
business  investment.  I  do  not  favor  a  strategy  of  throwing 
federal  dollars  and  programs  at  the  problem.  These  hearings 
represent  an  important  first  step  in  determining  the  most 
responsible  strategy  for  accomplishing  our  goal  of  providing  a 
better  future  for  our  children  and  a  job  for  every  American 
worker . 
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Once  again,  Mr.  Chairman,  I  thank  you  for  your  leadership, 
and  I  look  forward  to  working  closely  with  you  on  these  critical 
issues  for  the  103rd  Congress. 
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Statement  of  Hon.  Jerry  F.  Costello 

Mr.  Chairman,  I  would  like  to  thank  you  for  calling  this 
hearing  today.   This  subject  matter  we  will  discuss, 
infrastructure  investment  for  economic  stimulus,  is  absolutely 
imperative  to  our  nation's  future.   I  also  would  like  to  welcome 
the  distinguished  panelists  who  have  assembled  to  discuss  this 
issue. 

Job  growth  and  an  improved  economy  are  the  central  issues 
the  Congress  must  address  this  legislative  session.   I  strongly 
believe  that  investment  in  our  nation's  infrastructure  is 
necessary  for  growth  in  our  own  economy  as  well  as  enhancing  our 
competive  position  in  a  global  economy.   Short-term  and  long- 
term  infrastructure  projects  need  to  be  examined  to  address  these 
issues. 

I  look  forward  to  hearing  the  testimony  of  today's 
witnesses,  and  hope  that  the  Subcommittee  will  continue  to  hold 
hearings  on  the  issue  of  economic  stimulus  through  infrastructure 
investment . 
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Mr.  Wise.  Mayor  Flynn,  we  thank  you  very  much  for  taking  the 
time  for  being  with  us,  for  opening  this  up.  I  think  you  have  set 
the  stage  well  and  the  subcommittee  looks  forward  to  working  with 
you  in  the  very  near  future  on  this  package. 

Mr.  Flynn.  Don't  forget  my  potholes,  Ms.  Molinari. 

Mr.  Wise.  The  Chair  will  now  call  the  next  panel  and  all  the 
panels  in  the  spirit  of  getting  projects  moving  quickly. 

The  first  panel,  I  would  ask  all  witnesses  if  they  would  come  and 

We  wili  put  the  package  of  economists  to  testify  next:  Dr.  Bar- 
bara Bergmann,  distinguished  Professor  of  Economics  at  American 
University  here  in  Washington;  Dr.  Robert  Eisner,  Professor  of  Ec- 
onomics at  Northwestern  University;  Mr.  Jeff  Faux,  the  President 
of  the  Economic  Pohcy  Institute  in  Washington;  and  Dr.  Douglas 
Holtz-Eakin,  the  Associate  Professor  of  Economics  and  Senior  Re- 
search Associate  at  the  Maxwell  School,  Metropolitan  Studies  Pro- 
gram in  Syracuse  University,  of  course,  in  Syracuse,  New  York. 

I  would  ask  the  other  panehsts  to  be  seated,  but  I  will  introduce 
you  as  we  work  to  that  panel.  I  apologize  for  any  actual  inconven- 
ience. 

I  am  actually  doing  this  for  the  benefit  of  the  witnesses.  I  have 
come  to  a  revelation  that  if  we  are  going  to  try  to  get  projects  mov- 
ing in  90  days,  we  have  to  figure  out  a  way  to  get  this  hearing 
going  and  finished  some  time  before  tomorrow.  I  think  it  is  ex- 
tremely important.  I  know  some  of  you  have  travel  arrangements. 

I  think  it  is  extremely  important  that  this  committee  hear  your 
testimony  because  in  reviewing  it  I  find  much  of  it  invaluable. 

At  this  point,  I  would  turn  to  our  panel  of  economists  and  I 
would  ask  our  panel  if  Dr.  Bergmann  would  open  up. 

Doctor. 

TESTIMONY  OF  DR.  BARBARA  R.  BERGMANN,  DISTINGUISHED 
PROFESSOR  OF  ECONOMICS,  AMERICAN  UNIVERSITY;  DR. 
ROBERT  EISNER,  PROFESSOR  OF  ECONOMICS,  NORTHWEST- 
ERN UNIVERSITY;  JEFF  FAUX,  PRESIDENT,  ECONOMIC  POL- 
ICY INSTITUTE;  AND  DR.  DOUGLAS  HOLTZ-EAKIN,  ASSOCI- 
ATE  PROFESSOR  OF  ECONOMICS  AND  SENIOR  RESEARCH 
ASSOCIATE,  THE  MAXWELL  SCHOOL,  METROPOLITAN  STUD- 
IES PROGRAM,  SYRACUSE  UNIVERSITY 

Dr.  Bergmann.  Thank  you.  I  think  it  is  safe  to  describe  the  cur- 
rent state  of  the  American  economy  as  mid-level  stagnation.  Those 
of  us  who  are  old  enough  to  have  experienced  many  recoveries 
know  what  a  recovery  looks  like,  and  what  a  vigorous  recovery 
looks  like. 

In  a  vigorous  recovery,  month  after  month  we  get  reports  of  new 
orders  surging,  retail  sales  rising,  new  housing  starts  going  up  and 
so  on  and  so  on.  We  are  not  getting  that  at  all.  We  are  getting 
three  bad  reports  and  maybe  one  good  report,  and  then  three  more 
bad  ones. 

So  we  are  not  obviously  in  a  vigorous  recovery.  Such  a  recovery 
period  may  be  just  around  the  comer,  as  they  used  to  say  in  1930, 
but  we  obviously  have  not  entered  it  yet. 

The  economists  of  the  Bush  administration  had  the  strongest  in- 
centive possible  to  prompt  a  vigorous  recovery.  Yet  they  held  off 
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from  applying  stimulus  to  the  economy  for  two  reasons.  They  as- 
sumed that  the  recovery  was  just  around  the  comer,  that  the  com- 
mon pattern  of  the  post-recession  period  would  repeat  itself  again, 
and  that  vigorous  recovery  would  follow  this  recession  with  reason- 
able promptness.  They  kept  seeing  the  signs,  one  good  report 
among  three  bad  ones,  and  they  relied  on  that. 

The  second  reason  that  kept  them  back  was,  of  course,  the  size 
of  the  deficit  and  the  national  debt,  which  had  resulted  from  the 
shameless  and  irresponsible  riverboat  gamble  of  the  Reagan  years. 

In  the  last  few  days,  however,  Michael  Boskin,  chair  of  Bush's 
Council  of  Economic  Advisers,  has  acknowledged  that  the  Bush  ad- 
ministration erred  in  not  applying  greater  stimulus  a  year  ago.  We 
have  to  presume  that  Boskin,  who  is  a  very  estimable  person,  was 
talking  about  the  welfare  of  the  country  rather  than  President 
Bush's  political  welfare,  and  that  what  he  means  is  that  the  coim- 
try's  economy  would  be  better  off  if  more  stimulus  had  been  ap- 
plied. 

If  Boskin  is  right  and  more  stimulus  should  have  been  applied 
a  year  ago,  then  what  about  now?  I  believe  the  case  for  more  stim- 
ulus is  stronger  now  than  it  was  a  year  ago.  We  have  had  an  extra 
year  of  stagnation,  and  there  is  still  no  vigorous  recovery  such  as 
I  have  just  described  in  sight.  Again,  it  may  be  around  the  comer, 
but  we  certainly  cannot  take  that  for  granted. 

Now,  the  benefit  of  doing  something  right  now,  of  course,  is  that 
we  put  people  back  to  work,  and  we  get  the  use  of  the  extra  output 
they  would  produce  which  otherwise  would  be  lost.  I  think  there 
is  relatively  low  risk  in  giving  an  immediate  stimulus.  There  is 
very  little  danger  in  reducing  output  by  government  spending,  for 
worthwhile  projects  would  displace  the  production  of  higher  prior- 
ity output  that  would  otherwise  occur  through  private  spending, 
because  private  spending  is  very  slack. 

It  is  obvious  that  there  is  and  will  be  for  some  time  considerable 
slack  allowing  leeway  for  stimulus.  If  we  consider  private  invest- 
ment, which  is  crucial  to  productivity  growth,  a  more  vigorous 
economy,  more  vigorous  recovery  will  stimulate  that.  There  is  little 
danger  of  crowding  out  private  investment  because  of  a  stimulus 
package  if  the  Fed  does  its  part  to  keep  interest  rates  low.  The 
danger  of  overheating  appears  remote. 

Getting  to  the  downside  of  stimulus,  the  cost  is  obviously  increas- 
ing the  deficit  temporarily,  and  permanently  increasing  the  na- 
tional debt.  A  temporary  increase  in  the  deficit  should  have  little 
bad  effect  on  the  economy  if  the  Fed  plays  its  part  and  does  not 
allow  the  extra  supply  of  bonds  to  raise  interest  rates. 

The  probably  permanent  increase  in  the  total  debt  is  somewhat 
more  serious  because  the  increased  interest  payments  that  the 
Treasury  must  pay  detract  from  your  ability  to  finance  worthwhile 
projects  with  a  given  tax  base.  The  high  interest  costs  themselves 
increase  the  deficit  with  a  snowballing  effect  on  the  size  of  the 
debt. 

However,  and  I  think  this  is  important,  a  temporary  stimulus 
need  not  preclude  the  immediate  adoption  of  long-range  plans  for 
reducing  the  deficit.  This  would  be  a  good  time  to  raise  income 
taxes  on  the  upper  income  groups  which  would  have  a  minimal  ef- 
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feet  on  demand,  and  to  pass  a  bill  which  phases  in  a  rise  of  the 
gasoline  tax  when  recovery  is  established. 

Finally,  I  would  like  to  get  to  the  issue  of  what  the  stimulus 
package  should  be.  Obviously  there  are  many  worthwhile  public 
works  projects  that  should  be  funded.  However,  I  would  urge  that 
a  recovery  program  include  money  for  the  States  and  localities  to 
avoid  or  reduce  the  cutbacks  in  important  services  that  are  now  oc- 
curring. That  kind  of  recovery  package  would  also  obviously  in- 
crease jobs,  save  jobs.  1,1,1. 

Federal  funds  should  help  the  States  avoid  cuts  m  mental  health 
services,  in  youth  counsehng,  police  services,  help  for  the  homeless. 
I  think  the  primary  or  exclusive  emphasis  on  construction  projects, 
particularly  those  which  take  a  long  time  to  get  started,  should  be 

avoided.  ,  ^   .      •   n 

I  think  Representative  Molinari's  question  about  redefinmg  mtra- 
structure  is  a  very  important  and  interesting  one.  Obviously 
schools,  hospitals,  and  things  of  that  sort  should  be  included. 

I  also  would  urge  this  committee  to  think  about  something  which 
has  long  been  taboo,  and  that  is  to  think  about  public  housing.  Ob- 
viously our  whole  public  housing  mode  of  operation  has  not  been 
successful.  Nevertheless,  a  continued  need  of  low-income  groups  for 
more  housing  and  reasonable  rent  needs  to  be  attended  to. 

Here  again,  I  think  we  ought  to  look  abroad  and  study  their  pub- 
lic housing  program  in  terms  of  building  and  operation,  and  see 
what  lessons  can  be  learned. 

I  am  also  concerned  with  the  behavior  of  the  construction  indus- 
try. The  construction  industry  continues  to  be  dilatory  to  opening 
skilled  jobs  to  minorities  and  women.  Black  unemployment  rates 
are  now  running  at  12  percent.  Single  mothers  need  jobs,  good  jobs, 
and  an  equitable  recovery  policy  has  to  put  high  priority  on  getting 
high  minority  unemployment  rates  down  and  reducing  welfare  rolls 
by  opening  job  opportunities  for  people  on  those  rolls. 

Relying  mainly  or  exclusively  on  construction  projects  to  stimu- 
late the  economy  under  the  present  mode  of  operation  of  the  con- 
struction industry  means  leaving  women  and  minority  workers  out 
of  a  recovery  package  to  a  very  great  extent. 

I  previously  suggested  and  I  suggest  again  that  the  committee 
should  be  concerned  about  this,  and  that  any  bill  with  funds  for 
construction  contain  provisions  that  would  disqualify  10  percent  of 
contractors  in  each  county  that  have  the  worst  record  in  terms  of 
meeting  their  obligations  to  conduct  hiring  fairly.  The  Labor  De- 
partment has  the  data  to  make  a  quick  determination  of  eligibility 
on  this. 

I  don't  think  this  will  be  too  onerous,  the  10  percent  disqualifica- 
tion, and  I  think  it  would  send  an  extremely  important  message  to 
the  industry  that  if  it  wants  to  be  a  part  of  a  recovery  package,  it 
needs  to  clesui  up  its  act. 

To  conclude,  I  think  the  case  for  a  recovery  package  continues  to 
be  compelling  and  should  not  be  long  delayed. 

Thank  you. 

Mr.  Wise.  Thank  you.  Dr.  Bergmann.  I  appreciate  those  remarks. 
I  think  it  might  be  helpful— your  written  statement  in  its  en- 
tirety will  be  made  a  part  of  the  record,  so  if  there  are  some  points 
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you  wish  to  address  or  you  wish  to  summarize,  that  would  be  ap- 
preciated. 

Dr.  Eisner. 

Dr.  Eisner.  Thank  you,  Mr.  Chairman. 

My  written  statement,  as  you  say,  will  be  in  the  record.  We  have 
just  completed  the  campaign  a  couple  of  months  ago,  and  have  an 
incoming  President  who  ran  on  the  central  theme  of  the  economy. 
I  should  add  to  this  group  the  word  stupid  that  we  heard,  and  the 
issue  was  fought  in  terms  of  trying  to  establish  a  return  to  jobs, 
a  more  prosperous  future,  and  that  is  going  to  involve  investment, 
it  was  pointed  out,  public  and  private,  physical  and  human.  We 
have  heard  a  recurrent  chorus,  "Maybe  we  can't  do  all  this  because 
of  the  deficit.  The  deficit  is  presumably  even  larger  than  people 
say." 

I  must  insist,  at  the  risk  of  provoking  some  people,  that  that  is 
utter  nonsense,  the  idea  that  the  deficit  prevents  action.  The  fact 
is  that  our  high  unemployment  is  contributing  to  the  deficit.  If  you 
look  at  the  figures  of  the  CBO  estimates,  if  you  look  at  the  latest 
document  that  came  out  of  the  Office  of  Memagement  and  Budget, 
you  will  find  that  every  one  percentage  point  of  luiemployment 
adds  $50  billion  to  the  deficit.  The  key  to  reducing  the  deficit  in 
a  way  that  does  not  injure  the  economy  is  to  make  the  economy 
grow. 

There  is  a  huge  lot  of  nonsense  on  budget  deficits  but  much  less 
real  information.  At  the  risk  of  being  somewhat  offensive  even  to 
Members  of  this  committee,  people  don't  literally  know  what  they 
are  talking  about  when  they  say  deficit  or  debt. 

We  heard  one  statement  here  that  the  deficit  is  $1.3  trillion. 
That  of  course  is  the  debt,  not  the  deficit.  The  significance  of  the 
deficit  is  that  it  adds  to  the  debt. 

One  way  to  look  at  that — and  I  would  urge  that  to  this  commit- 
tee and  everybody  else — is  to  recognize  that  everybody  has  debt; 
the  private  sector  has  debt,  businesses  have  debt.  The  question  is, 
is  the  debt  too  large?  And  in  a  growing  economy  the  question  is, 
is  the  debt  growing  faster  than  the  economy?  That  should  be  a  good 
rule  of  thumb  for  the  Government,  and  if  you  look  at  that  you  are 
going  to  see  there  is  no  excuse  for  allowing  concerns  about  the  defi- 
cit at  this  point  to  prevent  us  from  undertaking  the  action  to  get 
the  economy  moving  properly. 

Now,  as  Dr.  Bergmann  pointed  out  very  well,  we  have  just  been 
treated  to  the  remarks  of  the  distinguished  economist,  Michael 
Boskin,  of  the  outgoing  President's  council,  and  he  acknowledged 
that  he  urged  stimulus  to  the  economy  over  a  year  ago,  and  appar- 
ently Mr.  Bush  refused  to  take  that  advice.  Mr.  Boskin  inexplicably 
calls  it  a  courageous  decision.  It  was  a  decision  that  was  costly,  as 
Mr.  Boskin  points  out,  to  the  Bush  administration  and  to  his 
chances  for  reelection.  I  would  say  it  was  even  more  costly  to  the 
American  people. 

We  then  heard — and  I  testified  before  this  committee  in  March, 
I  testified  before  the  Ways  and  Means  Committee  in  December — 
we  then  heard,  '^Well,  the  economy  is  probably  recovering.  Just 
leave  it  alone.  If  you  do  things  now,  you  may  do  too  much."  I  would 
say  that  that  was  nonsense  then.  It  is  nonsense  now. 
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We  have  a  7.3  percent  rate  of  unemployment.  The  Chairman  of 
the  PubUc  Works  Committee  had  a  fine  release  pointing  out  what 
has  been  happening  to  unemployment.  It  has  not  gone  down  sig- 
nificantly. I  might  add,  the  deficit  projections  that  worry  people  are 
made  by  0MB  on  the  basis  of  a  set  of  private  forecasts,  Blue  Chip 
forecasts,  which  have  unemployment  for  all  of  1993  averaging  7.2 
percent.  No  wonder  you  are  going  to  have  big  deficits  with  that 
kind  of  a  level  of  unemployment. 

I  joined  with  distinguished  economists  in  Little  Rock  urging  a 
stimulus  package  to  try  to  get  the  economy  going.  I  would  say  if 
the  Congress  does  not  act  on  that  and  get  it  through,  with  I  hope 
the  support  and  leadership  of  the  administration,  you  are  going  to 
have  the  same  spectacle  that  you  had  with  the  Bush  administra- 
tion. You  will  have  political  fallout  which  will  injure  the  people 
concerned,  and  again,  more  important,  you  will  have  a  fallout  to 
the  economy  and  the  welfare  of  the  American  people. 

The  gross  domestic  product  currently  is  running  some  $400  bil- 
lion a  year  below  potential,  below  normal.  It  is  losing  $100  billion 
a  year  of  gross  private  domestic  investment.  Those  are  losses  which 
are  not  only  losses  currently  in  terms  of  the  output  we  can  enjoy; 
they  are  losses  for  the  future.  It  means  our  children  and  grand- 
children will  be  worse  off. 

Remedies?  In  the  way  of  public  expenditures,  public  investment, 
would  be  the  release  of  and  appropriation  of  government  funds  as 
quickly  as  possible  for  all  of  our  infi*astructure  needs  in  roads  and 
bridges,  airports,  sewage  systems,  for  education,  for  health  care,  for 
research,  for  crime  fighting,  for  reconstruction  of  our  decaying 
cities,  for  reinvestment  in  our  rural  areas.  Those  are  the  ways  we 
can  progress  and  have  the  highest  standard  of  living  for  which  we 
are  looking. 

I  might  just  emphasize,  again,  things  you  can  take  out  of  the  offi- 
cial 0MB  report  of  the  outgoing  administration.  The  projected  Fed- 
eral expenditures  for  roadways  and  bridges,  for  example,  for  1993 
and  1994  are  in  the  $17  billion  range.  In  that  same  document,  on 
the  next  page,  they  point  out  estimates  of  the  annual  cost  to  main- 
tain overall  1989  conditions  on  highways  and  bridges,  and  they 
were  twice  the  projected  expenditures  for  each  of  the  next  two 
years.  That  is  just  to  maintain  those  conditions,  let  alone  to  go  fur- 
ther. 

There  have  been  many  papers,  research  papers  by  economists 
trying  to  estimate  the  productivity  of  public  investment.  Admit- 
tedly it  is  a  hard  thing  to  do.  There  is  much  disagreement.  You 
may  hear  some  disagreement  on  this  panel.  I  can  point,  though,  to 
my  own  papers,  to  a  group  of  other  papers,  and  give  you  the  names 
of  people,  which  indicate  clearly  that  our  public  investment  is  prof- 
itable, it  adds  to  productivity,  it  stimulates  private  investment. 
That,  of  course,  is  no  excuse  for  pork-barrel  spending,  but  there  is 
certainly  plenty  of  public  investment  to  be  undertaken  which  would 
be  productive,  which  would  add  to  our  future. 

I  do  have  a  prepared  statement,  suggestions  on  what  you  can  do 
about  the  deficit.  I  have  suggestions  on  a  comprehensive  stimulus 
program. 

On  the  comprehensive  program,  I  would  say  that  while  the  infi-a- 
structure  spending  is  critical,  which  should  add  perhaps  $20  billion 
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a  year  to  the  long-term  plans  for  investment  in  infrastructure  that 
President  elect  Clinton  has  outlined,  there  are  other  things  to  be 
done,  we  should  recognize.  They  are  not  all  the  province  of  this 
committee. 

I  would  suggest  a  major  incremental  tax  credit,  temporary,  for 
getting  a  great  deal  of  private  investment,  all  focused  on  getting  it 
done  in  one  year.  So  you  have  a  stimulus  which  will  also  add  to 
the  future. 

We  could  have  a  similar  subsidy  for  purchase  of  new  houses,  not 
existing  houses,  to  give  profit  to  real  estate  agents,  but  new  houses 
that  will  be  constructed  in  the  next  year. 

We  could  reinstitute  the  old  jobs  credit  we  had  years  ago  which 
would  try  to  encourage  employers  to  increase  their  employment. 

Now,  on  the  matter  of  deficit  reduction,  I  heard  it  said  here  by 
one  of  the  Members  that  the  primary  problem,  critical  problem  fac- 
ing this  Congress  is  deficit  reduction.  It  simply  is  not,  and  I  wish 
people  would  stop  repeating  it  over  and  over  again.  The  primary 
problem  is  jobs,  is  economic  prosperity,  is  growth.  Where  the  deficit 
fits  in  is  not  such  a  simple  matter. 

I  think  almost  everybody  agrees  that  at  this  point  you  certainly 
don't  want  deficit  reduction.  Deficit  reduction  now  would  take  away 
jobs,  no  matter  how  the  deficit  reduction  is  done.  Over  the  long  run 
you  want  a  responsible,  prudent  fiscal  policy. 

I  would  suggest — I  won't  take  the  time  here,  it  is  in  my  pro- 
posal— if  you  are  thinking  about  deficit  reduction,  you  should  as- 
pire to  a  policy  where  the  debt  continues  to  grow  as  everybody 
else's  debt  grows,  but  not  grow  too  fast,  and  it  should  be  tied  into 
the  state  of  the  economy. 

You  can  have  deficit  reduction  either  by  cutting  spending  or  by 
raising  taxes,  however  you  wish,  when  the  economy  can  take  it, 
when  it  is  not  going  to  be  reducing  jobs,  when  your  unemployment 
rate  is  as  low  as  you  want  it  to  be.  And  that  is  the  kind  of  program 
you  should  face. 

Just  a  final  word  or  two,  to  be  provocative.  I  know  it  is  easy  to 
blame  foreigners  and  say  we  should  buy  American  and  watch  out 
for  foreign  subsidies.  That  is  not  the  way  to  put  our  own  house  in 
order.  It  is  not  going  to  help  our  economy. 

We  should  help  our  economy  by  investing,  public  and  private, 
and  keeping  our  eye  focused,  as  I  said  in  Little  Rock,  on  the  econ- 
omy, and  not  on  any  sideshows. 

Mr.  Wise.  You  know  how  to  get  a  discussion  started. 

Our  next  witness  will  be  Jeff"  Faux,  the  president  of  the  Economic 
Policy  Institute. 

Mr.  Faux? 

Mr.  Faux.  Thank  you,  Mr.  Chairman,  Members  of  the  committee. 

I  have  submitted  a  longer  statement.  I  will  summarize  my  views 
now. 

The  conventional  wisdom  is  that  we  don't  need  stimulus.  To  be 
fair,  this  was  not  just  the  view  of  Michael  Boskin  and  the  White 
House.  This  was  a  conventional  wisdom  that  was  shared  by  many 
Democrats. 

A  year  or  so  ago,  I  testified  with  the  Director  of  the  Congres- 
sional Budget  Office  who  was  essentially  sajdng  the  same  thing  as 
Richard  Darman  was.  The  argument  was  that  by  the  time  we  in- 
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vest  and  get  the  money  out  to  create  jobs  the  recession  would  be 
over,  we  would  be  into  a  recovery. 

Moreover,  we  were  told  that  the  real  problem  facing  the  economy 
is  long  run,  and  that  unemployment  is  just  a  function  of  a  short- 
run  cychcal  problem,  so  that  if  we  increased  spending  it  would  in- 
crease the  deficit  and  make  things  worse. 

This  conventional  wisdom  was  so  accepted,  as  has  been  pointed 
out,  that  George  Bush  bet  his  Presidency  on  it,  and  lost.  And  as 
Dr.  Eisner  says,  we  have  had  real  economic  losses  as  a  result.  At 
least  a  triUion  dollars  in  goods  and  services  over  the  last  three 
years  have  been  lost  because  of  high  imemployment. 

But  there  were  also  some  human  losses.  Because  I  don't  have 
these  numbers  in  my  written  testimony,  I  just  would  like  to  take 
a  moment  to  share  them  with  you. 

The  Economic  Policy  Institute  recently  released  a  study  showing 
the  impact  of  recent  high  unemployment  on  certain  social  indica- 
tors. For  example,  in  the  30  largest  metropolitan  areas  in  the  na- 
tion, the  rise  in  unemployment  from  mid-1990  to  mid-1992  resulted 
in  the  following:  38,000  additional  deaths  from  heart  disease  and 
stroke;  1,500  additional  homicides;  63,000  additional  violent 
crimes;  224,000  additional  crimes  against  property.  That  is  just  m 
the  30  largest  metropolitan  areas. 

So  we  are  talking  here  about  real  pain,  real  lives,  and  in  many 
cases,  a  question  of  life  and  death. 

Now,  we  have  been  told  by  the  economics  profession  that  the  re- 
cession was  over  some  20-odd  months  ago.  That  is  very  interesting 
because  it  tells  us  something  about  the  nature  of  the  economy  we 
are  facing  and  the  nature  of  the  stagnation. 

We  clearly  do  not  have  just  a  short-term  problem.  We  are  now 
in  the  long  term.  This  is  what  it  is  like.  And  the  problem  in  the 
long  term  is  not  the  savings  rate.  The  problem  in  the  long  term  is 
not  public  spending  crowding  out  private  spending.  The  problem  in 
the  long  term  is  not  enough  investment  and  job  creation. 

This  is  not  simply  a  short-term  problem  that  will  disappear  with 
the  natural  working  of  the  business  cycle.  Business  is  not  investing 
today,  not  because  it  is  being  crowded  out  by  the  pubUc  sector.  It 
is  not  investing  today  because  there  are  not  enough  customers  com- 
ing in  the  door  with  money  in  their  pockets  to  buy  the  goods  that 
business  produces. 

Unfortunately,  the  outlook  for  job  growth  is  not  good.  Some  fore- 
casters think  we  will  be  heading  into  a  downturn  in  1993-1994.  I 
can  give  you  my  views  on  why  I  am  sympathetic  to  that  position. 
One  of  them  is  that  we  expect  an  up  to  $80  biUion  hit  on  the  Amer- 
ican consumer  in  the  first  quarter  of  1993. 

As  you  recall,  George  Bush  stimulated  the  economy  by  decreas- 
ing withholding  on  payrolls  in  1992.  That  will  be  paid  for  in  one 
quarter  in  1993  with  perhaps  an  $80  bilhon  decrease  in  the  dispos- 
able income,  going  to  the  American  consumer. 

But  even  the  optimists  are  predicting  that  we  will  have  slow 
growth  in  jobs  and  in  economic  recovery  in  general  over  the  next 
five  to  eight  years.  The  latest  consensus  forecast  is  telling  us  that 
the  unemployment  rate  will  remain  over  6  percent — now  these  are 
optimists— through  1996,  and  that  by  1998  we  will  still  not  have 
an  unemployment  rate  that  is  as  low  as  it  was  in  1990.  This  means 
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that  in  eight  years  we  will  still  not  be  back  to  where  we  were  in 
1990.  This  is  not  a  short-term  problem. 

Now,  no  one  knows  the  future.  So  it  really  is  a  question  of  risk 
and  risk  assessment.  That  is  what  we  face  in  this  issue  of  stimulus. 

Let  us  say  the  optimists  are  right.  Let  us  say  after  predicting  re- 
covery for  the  last  four  years,  finally  they  have  got  it  right  and  the 
unemplojrment  rate  will  be  dropping  over  the  next  few  years.  Let's 
say  we  stimulate  the  economy  anyway.  What  happens?  The  worst 
that  can  happen  is  we  get  to  full  employment  faster.  There  is  no 
inflation  threat.  There  is  no  crowding  out. 

So  if  you  are  looking  at  the  range  of  forecasts,  and  let's  take  the 
worst  case  in  terms  of  overstimulation,  we  are  still  simply  invest- 
ing in  things  the  country  has  to  invest  in  anyway  in  order  to  keep 
up  with  other  competitive  nations. 

But  let's  take  the  other  side.  Let's  say  the  pessimists  are  right, 
and  we  don't  stimulate  the  economy.  That  is  a  formula  for  the  third 
dip  of  a  triple-dip  recession.  And  I  ask  you  to  judge  not  on  the  basis 
of  one  economist  or  0MB  or  CBO's  projections;  judge  on  the  range 
of  possibilities.  When  you  do  that,  I  think  you  will  see  that  clearly 
the  path  of  least  risk  and  most  promise  for  the  country  is  stimulus 
now. 

Specifically,  I  would  recommend  a  stimulus  package  similar  to 
the  one  proposed  last  spring  by  100  economists  including  myself 
and  Dr.  Eisner.  The  proposal  was  put  together  by  Nobel  Prize  win- 
ners Robert  Solow  and  James  Tobin.  It  called  for  $50  billion  stimu- 
lus in  new  public  investment,  human  capital  as  well  as  physical 
capital. 

Finally,  Mr.  Chairman,  I  would  agree  that  the  condition  of  our 
public  infrastructure  now  is  such  that  we  cannot  define  the  prob- 
lem simply  as  stimulus.  We  need  to  continue  to  invest  over  the 
next  decade,  but  when  we  get  to  full  emplojmient,  that  is  the  time 
that  we  finance  investment  with  taxes  and  do  it  on  a  pay-as-you- 
go  basis. 

At  the  end  of  my  written  testimony,  I  provided  a  table  with  some 
economic  projections  for  three  possible  economic  scenarios  over  the 
next  eight  years.  One  is  an  investment-led  growth  program  which 
emphasizes  public  investment.  The  second  is  a  program  that  essen- 
tially continues  what  we  are  doing  now,  business  as  usual.  And  the 
third  is  an  austerity  program  modeled  after  the  proposals  of  Ross 
Perot  and  some  others. 

I  would  summarize  it  by  saying  at  the  end  of  four  years,  an  in- 
vestment-led scenario  generates  another  $150  billion  more  in  pub- 
lic investment  and  $64  billion  more  in  private  capital  investment 
than  the  next  best  scenario.  Cumulative  gross  domestic  product 
comes  to  $230  billion  more,  generating  about  a  million  more  jobs 
per  year. 

And  by  1996,  the  deficit  will  be  smaller  than  the  business-as- 
usual  scenario.  Over  eight  years  the  investment  scenario  beats  the 
other  two  in  every  single  category. 

Now,  you  have  to  always  be  careful  when  an  economist  gives  you 
numbers,  so  I  would  invite  you  to  direct  the  staff  of  your  committee 
to  look  at  how  we  put  this  model  together,  and  I  think  you  will  see 
that  it  is  based  on  fairly  conservative  assumptions  with  dramatic 
results. 
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Thank  you. 
Mr.  Wise.  Thank  you. 

Our  next  witness  will  be  Dr.  Douglas  Holtz-Eakin,  Department 
of  Economics  and  Metropolitan  Studies  Program  at  Syracuse  Uni- 
versity. 

Dr.  Holtz-Eakin.  Good  morning,  Mr.  Chairman  and  Members  ot 
the  committee.  Thank  you  for  the  opportunity  to  talk  to  you  this 
morning. 

I  have  a  written  statement  I  would  like  to  submit  for  the  record, 
and  in  my  remarks  I  would  like  to  convey  the  following  points. 

First,  I  would  like  to  address  the  proposition  that  infrastructure 
spending  is  the  solution  to  a  national  problem.  The  evidence 
doesn't  support  this  simple  theory. 

Second,  claims  that  we  face  a  national  infrastructure  crisis  are 
somewhat  overstated.  Instead,  there  are  enormous  differences  in 
public  capital  needs  across  States  and  regions. 

Some  of  these  needs  are  quite  serious.  But  it  wo\ild  be  a  mistake 
to  extrapolate  from  the  worst  cases  to  the  U.S.  as  a  whole. 

Third,  no  Federal  program  for  additional  capital  outlays  should 
go  forward  without  first  rethinking  the  incentives  to  use  our  exist- 
ing infrastructure  efficiently.  We  need  to  reorient  policies,  but  to- 
wards correct  pricing  and  maintenance  of  the  infrastructure  we  al- 
ready have  in  place,  not  necessarily  new  spending. 

You  are  familiar  by  now  with  claims  that  an  inadequate  infra- 
structure base  has  impaired  productivity  growth  in  the  United 
States.  My  views  share  a  great  deal  with  the  analysis  behind  these 
claims. 

The  role  of  public  sector  capital  has  been  overlooked  in  conven- 
tional economic  analyses  for  quite  some  time.  The  recent  revival  of 
interest  in  infrastructure  is  a  welcome  sign  of  progress  in  under- 
standing our  economy. 

Further,  among  the  services  that  do  combine  to  generate  produc- 
tive workers  and  firms  are  the  services  provided  by  infrastructure. 
Thus,  it  makes  sense  to  look  to  infrastructure  in  understanding  our 
current  economic  circumstances;  circumstances  that  are  primarily 
characterized  by  sub-par  productivity  growth  over  the  past  two  dec- 
ades. 

Where  I  part  company  with  this  line  of  thinking,  however,  is  in 
the  magnitudes  involved.  In  my  examination  of  the  relationship  be- 
tween infrastructure  and  productivity,  the  evidence  indicates  that 
a  significant  permanent  effect  is  just  not  in  the  numbers.  Over  one 
to  two  years  one  might  pick  up  a  transitory  effect,  and  I  will  return 
to  that  issue  later. 

My  written  statement  contains  details  of  my  argument  that  long- 
run  productivity  increases  are  likely  to  be  quite  small.  In  the  1950s 
and  1960s,  the  U.S.  economy  fared  well.  As  a  result,  programs  like 
the  interstate  highway  system,  infrastructure  and  other  infrastruc- 
ture capital  also  grew  rapidly.  Then  in  the  early  1970s  productivity 
growth  slowed  dramatically  and  in  the  absence  of  large  projects 
and  under  the  pressure  of  tighter  budgets,  so  did  government  cap- 
ital spending. 

The  result  is  a  statistical  correlation  between  public  capital  and 
productivity  growth.  We  know  that  correlation  and  causation  are 
not  the  same  thing,  and  studies  designed  to  isolate  the  degree  to 
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which  infrastructure  causes  productivity  growth  find  httle  effect. 
As  I  noted  eariier,  I  found  essentially  none. 

The  numbers  reflect  the  facts  that  prosperous  States  spend  more 
on  infrastructure,  and  infrastructure  is  sensitive  to  changes  in  the 
economic  environment.  It  does  not,  however,  appear  that  economic 
prosperity  is  strongly  dictated  by  infrastructure  spending. 

Now,  our  nation  may  decide  to  devote  more  of  its  resources  to 
Federal,  State  and  local  capital  projects,  and  I  will  provide  a  list 
of  reasons  why  we  might  want  to  do  so.  But  if  we  do  it  to  raise 
productivity  we  are  likely  to  be  disappointed. 

Let  me  emphasize  that  this  conclusion  doesn't  hinge  on  whether 
the  productivity  effect  is  zero  or  not.  Even  if  infrastructure  has 
mild  productivity  effects,  I  am  firmly  convinced  these  will  be 
swamped  by  the  larger  benefits  of  enhanced  investment  by  private 
firms  or  by  improving  the  skills  of  our  v/ork  force. 

So  from  a  productivity  perspective,  this  is  of  a  higher  priority 
than  infrastructure.  Some  people  see  signs  of  decaying  infrastruc- 
ture every  day  and  are  rightly  quite  skeptical  of  the  argument  to 
this  point. 

This  brings  me  to  the  second  issue.  It  is  dangerous  to  talk  about 
the  infrastructure.  Much  of  the  infrastructure  is  local  and  localities 
differ  enormously. 

Consider  the  experience  of  the  United  States  over  the  past  20 
years.  In  the  early  1970s,  at  the  end  of  the  rapid  growth  period  I 
talked  about  earlier,  the  United  States  had  roughly  $5,200  in  State 
and  local  capital  per  person.  As  is  well-known,  in  the  subsequent 
time  period  government  capital  outlays  slowed.  Despite  this,  cap- 
ital spending  more  than  kept  pace  with  the  demands  of  population 
both  in  36  out  of  our  51  States,  including  the  District  of  Columbia, 
and  thus  facilities  were  not  permitted  to  decay  across  the  Nation. 
Instead,  only  15  States  experienced  declines,  and  the  average 
shortfall  is  about  9  percent. 

Circumstances  differ  across  the  United  States  and  policy  should 
reflect  these  differences.  What  should  a  Federal  infrastructure  pol- 
icy look  like?  New  spending  is  not  the  only  nor  the  best  policy  op- 
tion. More  attractive  policies  focus  on  old  infrastructure. 

The  fact  that  some  of  our  infrastructure  is  congested  and  in  dis- 
repair is  a  direct  reflection  of  the  way  we  do  business.  In  most 
cases,  infrastructure  is  perceived  to  be  free.  And  an3^hing  that  is 
provided  for  free  tends  to  be  overused. 

There  is  little  financial  incentive  to  avoid  congesting  our  airports, 
harbors,  and  other  infrastructure.  For  this  reason,  fees  for  the  use 
of  infrastructure  will  accomplish  many  objectives  better  than  new 
spending. 

The  willingness  to  pay  a  fee  for  the  use  of  infrastructure  signals 
the  value  of  the  facility  and  helps  in  the  planning  process.  Properly 
designed  user  fees  will  provide  incentives  that  reduce  congestion 
and  reduce  the  need  for  expanded  facilities.  At  the  same  time,  fees 
may  be  targeted  towards  those  users  who  place  the  most  demand 
on  infrastructure. 

Finally,  fees  also  provide  a  stream  of  resources  available  to  main- 
tain the  facility.  And  the  last  of  these  is  significant.  It  has  long 
been  recognized  by  analysts  that  we  need  to  balance  the  scales  be- 
tween the  incentives  to  purchase  new  capital  through  matching 


55 

rate  grants  and  other  policies  and  the  timely  maintenance  of  our 
existing  infrastructure. 

In  some  cases,  the  ISTEA  legislation  mentioned  several  times 
today,  incentives  for  maintenance  have  been  introduced.  But  pro- 
viding adequate  maintenance  remains  a  valuable  objective  to  the 
future. 

We  have  water  supply  facilities,  sewers,  roads,  waste  water 
treatment  plants,  and  other  infrastructure  in  large  part  because 
they  raise  the  well-being  of  our  citizens,  not  because  they  make 
firms  or  workers  more  productive.  Thus,  one  could  argue  in  favor 
of  spending  more  on  infrastructure  because  of  the  increase  in  the 
standard  of  living  that  will  follow. 

But  there  are  clearly  many  ways  to  improve  living  standards.  At 
the  Federal  level,  infrastructure  should  compete  on  a  level  budg- 
etary basis  with  deficit  reduction  or  health  care  costs  or  a  myriad 
of  other  competing  needs. 

Moreover,  nearly  all  the  benefits  of  infrastructure  accrue  to  local 
residents.  An  important  principle  of  public  finance  is  to  match  tax 
burdens  with  benefits  to  generate  efficient  and  equitable  financing 
schemes.  In  this  case,  that  logic  argues  for  local,  not  Federal  fi- 
nance of  new  infrastructure. 

This  brings  us  to  the  final  attraction  that  has  generated  a  lot  of 
attention  today,  economic  stimulus.  The  very  act  of  capital  spend- 
ing will  generate  employment  activity.  However,  infrastructure 
spending  is  not  the  only  way. 

If  we  decide  to  go  forward  with  stimulus,  we  should  weigh  all  of 
our  options.  There  are  drawbacks  to  relying  on  capital  spending  for 
stimulus.  In  the  end,  any  such  stimulus  fades— the  jobs  disappear, 
the  projects  are  completed.  Thus,  there  is  no  long-run  gain.  Worse, 
unless  the  projects  are  carefully  chosen,  we  may  have  chosen 
spending  capital  for  a  transitory  benefit. 

Projects  should  be  selected  on  the  basis  of  careful  planning,  not 
general  arguments  at  a  macroeconomic  level.  The  same  time-con- 
suming planning  process  that  is  the  key  to  effective  use  in  long-run 
policy  is  at  odds  with  the  timetable  of  a  short-nm  stimulus. 

While  economic  stimulus  is  a  potential  motivation  for  new  infra- 
structure programs,  one  should  be  skeptical  that  the  stimulus  will 
arrive  in  a  timely  fashion,  and  be  clear  about  whether  it  provides 
a  means  for  sparking  the  economy. 

The  facts  do  not  support  spending  more  on  infrastructure  to  es- 
tablish productivity  growth.  The  most  advantageous  directions  are 
not  likely  to  be  more  spending.  Instead,  a  reliance  on  benefit-cost 
analysis  at  the  project  level,  incentives  to  reduce  congestion  and  re- 
wards for  proper  maintenance  can  be  more  promising.  There  is  a 
legitimate  interest  in  improving  the  flow  of  productivity  to  our  citi- 
zens and  stimulating  the  economy. 

Again,  I  want  to  thank  you  for  the  opportunity  to  discuss  these 
issues,  and  I  would  be  happy  to  take  any  questions  when  the  op- 
portunity arises. 
Mr.  Wise.  Thank  you  very  much. 

We  will  now  turn  to  our  second  panel,  continuing  with  public  of- 
ficials, and  we  have  already  heard,  of  course,  from  Mayor  Flynn. 
We  have  next  Ms.  Cathy  Reynolds,  councilwoman-at-large,  the 
City  of  Denver,  also  former  president  of  the  National  League  of 
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Cities.  We  have  on  this  panel  the  Hon.  Warren  R.  Waggy,  mayor 
of  Franklin,  West  Virginia,  I  am  happy  to  say  someone  I  had  the 
privilege  of  working  with.  He  is  accompanied  by  Gary  R.  Wilson, 
Coordinator  for  Economic  and  Community  Development,  Pendleton 
County,  West  Virginia. 

There  was  concern  about  whether  there  was  good  diversity  in 
rural  areas.  We  had  the  Mayor  of  Boston  and  the  Mayor  of  Frank- 
lin, and  both  have  problems.  Franklin  has  less  than  a  thousand 
persons,  and  of  course  Boston  is  very  large.  Sitting  side  by  side 
here  we  have  Ms.  Molinari,  who  represents  the  largest  city  in  the 
country,  and  I  represent  the  most  rural  state,  eastern  Mississippi. 
So  I  think  we  have  got  good  diversity. 

Also  appearing  on  this  panel  will  be  the  Hon.  Kenneth  Stoner, 
Judge  of  Phillips  County,  Arkansas. 

Ms.  Reynolds. 

TESTIMONY  OF  CATHY  REYNOLDS,  COUNCILWOMAN-AT- 
LARGE,  CITY  COUNCIL  OF  DENVER,  CO;  HON.  WARREN  R. 
WAGGY,  MAYOR,  FRANKLIN,  WV;  GARY  R.  WILSON,  COORDI- 
NATOR FOR  ECONOMIC  AND  COMMUNITY  DEVELOPMENT, 
PENDLETON  COUNTY,  WV;  AND  HON.  KENNETH  STONER, 
JUDGE,  PHILLIPS  COUNTY,  AR 

Ms.  Reynolds.  Thank  you  very  much. 

On  behalf  of  the  16,000  cities  and  more  than  150,000  municipal- 
elected  officials  represented  by  the  National  League  of  Cities,  I  do 
thank  you  for  the  opportunity  to  appear  before  the  Subcommittee 
on  Economic  Development  and  offer  our  perspective  on  an  economic 
stimulus  package  to  jump  start  our  nation's  economy. 

After  all,  our  national  economy  is  a  product  of  all  our  local  econo- 
mies. There  is  a  spatial  dimension  to  our  economy.  The  only  place 
we  can  grow  our  economy  is  in  our  cities  and  towns. 

We  believe  there  must  be  a  major  refocus  of  national  priorities 
to  begin  rebuilding  America.  Those  steps  must  involve  every  com- 
munity and  every  business,  strategic  investment  in  our  country's 
future.  To  succeed  it  will  be  essential  for  to  us  work  together  at 
every  level  of  government  to  implement  a  plan  that  will  stimulate 
our  local  economies  and  the  national  economy  and  produce  invest- 
ment in  our  people  in  the  long  run. 

For  example,  in  the  City  of  Denver  we  can  create  jobs  and  stimu- 
late our  economy,  if  the  Federal  Grovemment  will  join  with  the  city 
and  the  State  in  providing  funds  for,  for  example,  our  23rd  Street 
viaduct  which  we  need  for  access  to  lower  downtown,  which  we 
have  been  investing  in  along  with  the  private  sector,  and  provide 
access  to  the  major  league  baseball  stadium.  This  will  provide  jobs 
and  give  us  access  to  our  central  economy,  and  also  reduce  air  pol- 
lution by  getting  people  off  of  the  highway  rather  than  having  traf- 
fic circulate  through  residential  areas. 

Our  proposal  was  unanimously  adopted  at  our  Congress  of  Cities 
meeting  last  month.  It  is  divided  in  three  parts.  First,  restarting 
our  economies  through  an  economic  stimulus  strategy.  Second,  re- 
forming Federal  budget  priorities  for  investment  and  deficit  reduc- 
tion. And  third,  investing  in  communities  and  people. 

In  our  view,  restarting  our  economy  and  reforming  our  budget 
priorities  must  occur  immediately.  We  must  move  away  from  con- 
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sumption  and  towards  strategic  investment.  Our  new  leader's 
motto  was,  'The  economy,  stupid."  Focus  on  the  economy  is  the  key 
today. 

I  know  of  your  expertise  and  commitment  from  our  efforts  to 
work  with  you,  Mr.  Chairman,  in  both  your  leadership  on  the 
Speaker's  Task  Force  on  Infrastructure  and  on  your  capital  budget- 
ing legislation  of  your  expertise  and  commitment.  We  know  and 
agree  that  one  of  the  most  critical  factors  in  the  significantly  high- 
er deficit  projection  come  from  reduced  revenue  projections.  Con- 
sequently, we  recognize  that  increasing  productivity  and  growth  is 
a  critical  means  to  restore  revenue  resources  to  the  Federal  budget. 

Productivity,  you  know  as  well  as  we  do,  depends  upon  building 
a  public  and  human  infrastructure.  It  means  changing  the  way  we 
do  business  in  this  country.  It  may  even  mean  changing  our  focus 
from  consumption  to  investment.  It  means  beginning  today  to  put 
in  place  our  strategy  for  the  next  century  to  ensure  our  economy 
is  stronger  than  that  of  Japan  and  the  united  Europe.  And  that 
means  investing  in  ourselves. 

First,  we  support  the  short-term  economic  package  that  provides, 
one,  a  1993  supplemental  appropriation  of  $2.5  billion  to  ensure 
full  funding  of  the  nation's  new  highway  and  public  transportation 
laws.  Denver  alone  has  $38  milHon  in  ready-to-go  bridge  and  road 
projects,  including  our  23rd  Street  viaduct. 

Two,  a  streamlined  version  of  the  urban  aid  tax  bill  that  will  pro- 
vide immediate  assistance  to  the  nation's  cities  and  towns.  For  ex- 
ample, in  Bangor,  Maine,  they  are  holding  $226,000  in  reserve  as 
arbitrage  proceeds  that  must  go  back  to  the  Federal  Government 
in  four  years.  Better  to  allow  Bangor  now  to  use  the  money  for  pub- 
lic infrastructure  that  will  create  jobs  and  economic  opportunity. 

Three,  $3  billion  in  one-time  supplemental  funding  for  Commu- 
nity Development  Block  Program  to  be  obligated  by  September  30, 
1993,  with  $1  billion  targeted  to  children  under  the  age  of  six. 

For  example,  according  to  the  National  Head  Start  Association 
study  published  in  the  spring  of  1992,  one-third  of  Head  Start  cen- 
ters and  other  facilities,  quote,  "should  be  replaced,  require  exten- 
sive remodeling  or  repairs,  or  are  otherwise  substandard,"  unquote. 
On  average,  the  cost  to  make  the  needed  repairs  in  these  local  pro- 
grams was  reported  to  be  $90,000.  Nationally,  the  cost  of  remodel- 
ing and  repairs  was  estimated  in  the  range  of  $93  to  $178  million. 

If  we  are  going  to  honor  our  pledge  to  fully  fund  Head  Start,  cer- 
tainly at  least  the  centers  currently  in  place  must  be  made  accept- 
able in  the  community. 

Four,  $1  billion  in  supplemental  funding  for  the  1993  Summer 
Youth  Emplo5rment  Program,  and  early,  please.  We  have  to  get  to 
these  kids  before  school  is  out  or  we  have  lost  them.  Waiting  until 
July,  as  we  have  done  before,  severely  cripples  the  effectiveness  of 
what  otherwise  is  a  fine  program. 

Five,  we  support  $500  million  in  supplemental  funding  to  provide 
incentives  for  Community  Development  Banks  and  bank-run  Com- 
munity Development  Corporations.  We  need  to  leverage  some  of 
the  more  than  $3  trillion  in  bank  assets  sitting  in  vaults  under- 
neath our  city  and  town  streets  and  use  it  for  capital  reinvestment 
in  our  communities. 
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Number  six,  we  support  the  immediate  enactment  of  the  Local 
Partnership  Act.  Your  communities  are  the  best  judge  of  what  their 
most  critical  infrastructure  needs  are  for  economic  growth.  In  Den- 
ver it  is  our  bridges,  but  in  Paonia,  Colorado,  EPA  has  demanded 
new  water  treatment  facilities:  Estimated  costs,  $430,000,  plus 
$3,000  on  into  the  future  in  1992  dollars  to  monitor  the  system. 
This  is  for  a  town  of  1,400  people.  They  are  crying  for  help. 

Longer  term,  we  urge  the  President  and  congressional  leaders  to 
offer  a  realistic  plan  to  reorder  Federal  spending  priorities  and 
begin  to  reduce  the  deficit  with  clear  deadlines  for  action  and  clear 
consequences  for  failure  to  meet  those  deadlines.  Federal  unfunded 
mandates  force  us  to  sidetrack  investments  in  infrastructure  to 
meet  nonlocal  priorities,  such  as  an  otherwise  fine  water  system. 

EPA's  own  study  suggest  that  we  have  disproportionate  burdens 
on  poor  communities.  The  Congressional  Budget  Office  projects 
that  Federal  spending  on  entitlements  and  interest  on  the  national 
debt  alone  will  equal  total  projected  Federal  revenues  by  the  year 
2002.  That  will  mean  eliminating  all  defense  spending,  foreign  aid 
and  domestic  investment,  just  to  balance  the  budget.  We  are  on  a 
current  path  of  self-destruction. 

We,  the  National  League  of  Cities,  the  cities  and  towns  we  rep- 
resent, are  prepared  and  committed  to  making  very  hard  choices 
necessary  to  make  long-term  investments  in  our  future  to  have  a 
productive  economy.  And  I  want  to  stress  hard  choices.  But  advo- 
cating major  reductions  in  defense  spending,  we  know  there  is  a 
perception  that  we  are  just  cutting  the  other  guy's  stuff,  but  it  is 
a  huge  issue  in  California.  And  in  Denver,  Colorado,  it  is  Lowry  Air 
Force  base.  We  know  better  than  anyone  that  serious  cuts  in  de- 
fense impact  both  bases  and  contracts  in  our  communities  in  every 
part  of  -^^erica.  We  believe  those  cuts  must  be  made  with  sensitiv- 
ity. We  believe  there  must  be  assistance  in  conversion.  But  we  are 
prepared  to  make  those  tough  decisions  and  to  make  the  hard 
choices  critical  to  our  future  because  we  need  to  invest  in  our  com- 
munities. 

For  this  committee  we  believe  that  will  involve  a  renewed  Fed- 
eral commitment  to  promote,  encourage  and  participate  in  invest- 
ment in  public  capital  facilities,  spending  Federal  trust  funds  for 
the  purposes  for  which  they  were  accumulated,  and  removing  them 
from  Gramm-Rudman  calculations,  and  creating  a  dedicated  reve- 
nue stream  for  capital  investment  in  the  future. 

All  of  us  must  work  together  in  reshaping  Federal  spending  pri- 
orities to  ensure  economic  security  for  the  next  generation.  The  Na- 
tion's cities  and  towns  recognize  that  any  credible  plan  to  balance 
the  budget  must  include  reducing  defense  spending  by  30  percent 
in  real  dollars  to  a  level  no  greater  than  $200  billion  in  budget  au- 
thority and  outlays  in  1996,  with  60  percent  of  those  savings  dedi- 
cated to  reducing  the  Federal  debt  and  deficit,  and  40  percent  to 
shifting  funds  to  investments  in  cities  and  towns,  acknowledgeing 
that  many  communities  will  be  adversely  affected  by  the  cut  back 
measures. 

And  to  meet  budget  and  deficit  goals,  we  must  limit  the  growth 
in  Federal  entitlement  spending  and  we  must  put  revenue  meas- 
ures in  place. 
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The  National  League  of  Cities  stands  ready  to  join  in  a  national 
effort  to  make  these  proposals  a  reality  and  supports  using  any 
savings  to  reduce  the  national  debt  and  reinvest  in  our  public  and 
human  resources.  NLC  urges  strong  and  swift  action  to  create  a 
strong  economic  environment  in  which  we  can  focus  on  long-term 
investment  in  commiinities  and  in  people. 

Mr.  Chairman,  we  have  submitted  a  more  detailed  outline  in 
written  testimony  that  I  hope  you  will  have  a  chance  to  look  at. 
Once  again,  we  very  much  appreciate  your  time  and  your  patience 
in  worlang  with  us  towards  these  economic  goals. 

Mr.  Wise.  Thank  you. 

We  have  got  a  lot  of  work  to  do  and  I  appreciate  your  remarks 
about  you  are  going  to  do  something — although  it  is  not  in  the 
province  necessarily  of  this  committee — ^you  are  going  to  do  some- 
thing about  the  summer  youth  program  when  you  get  it  do  us  be- 
fore the  fall.  Makes  a  lot  of  sense. 

The  next  witness,  and  I  believe  they  wanted  to  divide  their  time 
each  to  briefly  take  a  point,  is  the  Hon.  Warren  Waggy,  Mayor  of 
Franklin,  West  Virginia,  accompanied  by  Gary  Wilson,  the  Coordi- 
nator for  Economic  and  Community  Development,  Pendleton  Coun- 
ty, West  Virginia. 

Mayor,  Gary,  I  just  want  to  say,  I  think  that  Pendleton  County 
and  Franklin  represent  well  a  lot  of  the  challenges  for  us  in  rural 
areas  where  you  have  a  developing  fiberoptic  network  and  tele- 
communications network  that  accommodates  a  lot  of  the  new  in- 
dustry, where  you  have  increasing  numbers  of  people  from  this 
area  as  well  as  others  moving  there  for  the  benefits  of  life  in  Pen- 
dleton County,  the  beauty  and  the  quality  of  life,  yet  there  is  also 
a  lot  of  things  being  held  back  because  of  infrastructure  that  either 
has  not  been  built  or  infrastructure  that  is  declining.  I  appreciate 
you  being  here. 

Gary,  you  mentioned  you  had  some  concerns  about  formula.  I 
think  that  is  very  important  to  talk  about  because  that  will  be  a 
major  issue  in  discussions  of  this  committee. 

Mayor  Waggy,  I  turn  it  over  to  you. 

Mayor  Waggy.  Thank  you.  We  want  to  express  our  appreciation 
to  the  Chair  and  to  all  the  Members  of  the  Subcommittee  on  Eco- 
nomic Development  for  the  opportunity  to  express  our  views  and 
concerns  to  such  an  august  body. 

We  have  come  with  so  many  seemingly  unsolvable  problems 
which  exist  in  the  small  community  we  represent  that  any  atten- 
tion to  our  condition  is  like  a  breath  of  fresh  spring  air.  In  our  as- 
sociation with  other  communities  and  towns,  we  have  determined 
our  town  is  not  peculiar  or  unique  in  its  problems. 

As  mayor  of  Franklin,  West  Virginia,  a  most  beautiful  town  lo- 
cated on  the  central  eastern  border  with  the  State  of  Virginia,  our 
way  of  life  can  be  likened  to  that  of  the  Shenandoah  Valley  in  Vir- 
ginia. However,  we  do  not  share  in  that  area's  prosperity.  So  close 
yet  so  far  away. 

This  condition  places  an  exceptionally  severe  burden  on  us.  As 
our  young  people  reach  the  age  of  making  their  own  way,  they  are 
compelled  by  jobs  to  leave  for  a  more  affluent  way  of  life.  We  do 
not  place  blame  upon  them.  They  are  to  be  commended  for  display- 
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ing  such  initiative.  However,  this  leads  to  a  decreasing  population 
and  places  the  community  challenges  on  fewer  and  fewer  residents. 

We  here  in  West  Virginia  are  fiercely  independent.  I  suspect  you 
realize  that.  This  is  borne  out  by  the  motto  on  the  seal  of  our  great 
State.  We  are  willing  to  do  our  part  in  moving  this  wonderful  Na- 
tion ahead  into  a  positive  economic  future  as  well  as  any  other  as- 
pect, provided  we  can  get  up  to  ground  zero. 

As  most  communities,  we  in  Franklin,  West  Virginia  are  con- 
stantly plajdng  catch-up.  Governmental  agencies  impose  laws  and 
restrictions  without  providing  resources  for  their  implementation. 

Our  watershed  is  part  of  the  head  waters  for  the  Potomac  River. 
We  continually  receive  direction  to  keep  this  water  source  clean 
and  pure,  and  this  is  good.  But  we  need  help  with  the  process.  The 
town  of  Franklin,  West  Virginia  is  in  the  early  beginnings  of  the 
improvements  of  the  site  of  its  water  supply  source.  We  have  re- 
ceived a  60  percent  grant  from  our  State  with  the  remaining  40 
percent  to  be  bonded  by  the  municipalities. 

This  is  about  all  the  funding  wtuch  we  can  service  by  revenues, 
yet  this  will  not  address  transmission  and  distribution.  Some  of 
this  piping  has  been  in  service  more  than  50  years.  Many  days  we 
would  gladly  donate  the  mayor's  annual  $1,500  salary  toward  the 
installation  of  new  pipe. 

Transportation  is  essential  for  economic  growth.  Our  highways 
are  in  dire  need  of  improvement,  not  just  for  today's  requirements 
but  for  growth  in  the  future. 

Franklin,  West  Virginia  is  situated  in  an  area  bounded  by  inter- 
states  81,  64,  79,  and  68.  However,  all  are  too  distant  for  economi- 
cal transportation  and  service. 

We  have  been  advised  that  the  root  of  the  Corridor  H  connection 
on  interstate  79  in  West  Virginia  and  66  at  Strasburg,  Virginia  will 
be  decided  this  April  1993.  This  highway  is  already  funded  by  our 
Federal  Government.  Originally,  a  southern  route  was  determined 
to  be  the  best  and  most  economical.  After  environmental  pressures 
were  exerted,  we  were  presented  with  a  northern  alternative.  This 
northern  route  is  more  expensive  and  will  not  open  central  West 
Virginia  to  eastern  markets. 

Perhaps  the  choice  is  to  be  made  as  to  which  is  the  endangered 
species,  man  or  trout. 

Education  is  paramount  to  economic  development.  Job  training, 
whether  original  or  retraining,  cannot  be  denied.  School  systems 
with  the  ultimate  in  financial  resources  and  a  learning  atmosphere 
are  a  must  for  future  growth.  Our  youth  is  our  Nation. 

Small  communities  need  jobs,  jobs  with  a  respectable  wage.  Jobs 
will  be  created  when  businesses  expand  and  relocate.  However, 
water  supply,  sanitary  sewage  disposal,  highways,  schools,  and  a 
labor  force  with  a  good  work  ethic  are  all  part  of  the  elements  of 
a  positive  economic  atmosphere. 

We  can  supply  the  work  force.  Our  county,  Pendleton,  of  which 
Franklin  is  the  county  seat,  is  48  percent  national  forest.  Only  a 
small  amount  of  revenue  comes  into  our  treasury  from  timber  sales 
from  this  large  area,  which  we  understand  remain  at  a  loss  from 
the  onset.  I  have  since  been  advised  that  we  also  received  as  a 
county  some  in  lieu  of  taxes.  However  this,  along  with  the  amount 
we  received  in  timber  sales,  does  not  add  up  to  the  revenues  that 
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result  from  the  loss  of  the  tax  base  because  we  have  so  much  na- 
tional forest. 

Franklin,  West  Virginia  does  not  receive  any  of  this  money  from 
the  national  forest.  .   . 

We  are  the  fifth  largest  county  in  size  of  45  m  West  Virgmia, 
with  a  population  of  9,000.  The  same  attention  to  services  is  re- 
quired as  those  of  densely  populated  areas.  We  do  not  have  the  tax 
base  to  meet  these  requirements. 

What  we  have  given  you  are  just  a  few  of  the  concerns  which 
surely  pertain  to  most  small  towns  and  communities  across  our  Na- 
tion, and  time  is  of  the  essence.  Small  towns  and  cities  with  their 
extremely  low  major  crime  rate,  in  spite  of  the  constant  day-to-day 
catch-up  emergencies,  are  still  wonderful  places  in  which  to  live. 
Members  of  this  committee,  areas  such  as  mine  need  jobs,  jobs  with 
a  respectable  wage  to  offer  hope  with  a  short  funding  pipeline. 

This  will  inspire  us  to  take  the  initiative  and  will  go  a  long  way 
to  curing  many  of  the  economic  ills  of  our  great  Nation,  a  Nation 
unequaled  throughout  the  world,  and  we  look  to  you  for  leadership. 
And  if  I  might  add,  I  could  commiserate  with  Mayor  Flynn,  except 
his  is  on  a  much  grander  scale,  his  problems.  The  pot  holes  are  all 
there,  and  someone  told  me  just  recently  in  our  community  that 
the  only  thing  you  got  out  of  a  pot  hole  was  an  echo. 

Nevertheless,  I  feel  that  as  has  been  previously  pointed  out,  that 
rural  areas  take  it  on  the  chin  and  have  been  doing  so  for  some 
time.  We  are  willing,  more  than  willing,  to  do  our  part.  We  feel 
that  jobs  through  the  private  sector,  a  jobs  credit  program,  per- 
haps, those  that  are  much  more  knowledgeable  than  I  would  be 
able  to  make  suggestions  on  that,  positive  suggestions.  We  had  a 
good  program  a  few  years  ago  which  was  called  revenue  sharing. 
Communities  were  able  to  utihze  these  funds  as  best  they  saw  the 
need. 

This  perhaps  might  bear  looking  into  again.  And  I  do  thank  you 
for  this  opportunity  to  point  out  problems  with  rural  communities. 
Perhaps  I  have  not  pointed  this  out  in  my  written  text.  Many  of 
you  may  wonder  just  what  is  the  population  of  Franklin,  West  Vir- 
ginia. Well,  unless  someone  has  had  a  youngster  or  more  than  one 
youngster  since  I  left  or  someone  has  deceased,  we  have  a  popu- 
lation of  about  920.  And  I  thank  you  for  your  attention. 

Mr.  Wise.  Thank  you. 

Mr.  Wilson  had  some  remarks  to  supplement. 

Mr.  Wilson.  Thank  you. 

As  the  mayor  spoke  so  well,  and  there  is  a  compelling  time  re- 
quirement, I  will  abbreviate  my  remarks. 

I  would  like  to  thank  the  Chairman,  the  Honorable  Robert  Wise 
of  West  Virginia  and  the  committee  for  allowing  me  to  testify  today 
concerning  the  needs  of  rural  communities  for  infrastructure  in- 
vestment by  the  Federal  Government. 

I  serve  as  the  Economic  and  Community  Development  Coordina- 
tor for  Pendleton  County,  and  in  that  role,  I  must  attempt  to  bring 
firms  considering  relocation  to  our  community  to  create  employ- 
ment and  also  to  work  to  retain  those  firms  that  are  already  em- 
plojdng  our  citizens. 

Presumably,  we  are  one  of  the  communities  that  Boston  is  con- 
cerned about.  One  of  the  greatest  challenges  facing  our  effort  in 
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Pendleton  to  create  meaningful  labor  is  a  lack  of  infrastructure  in- 
vestment. 

Even  though  we  are  near  the  centers  of  commerce,  possess  high- 
tech  telecommunications  and  have  some  of  the  greatest  natural 
beauty  anywhere,  we  have  little  opportunity  for  employment.  We 
have  high  rates  of  recorded  poverty  and  we  have  an  extremely  low 
per  capita  income. 

We  feel  a  major  contributing  factor  to  the  poor  economic  showing 
of  Pendleton  County  is  the  lack  of  infrastructure  that  we  currently 
suffer.  Roads  to  Pendleton  inhibit  commercial  traffic.  The  Federal 
Highway  Administration  currently  lists  level  of  service  of  many  of 
Pendleton's  roads  as  D  and  E,  where  C  is  the  lowest  acceptable 
standard. 

Projections  to  the  year  2010  show  greater  deterioration  still.  Poor 
road  quality  has  protected  our  community  from  some  of  the  lesser 
cultural  developments  in  our  Nation,  but  it  has  also  reduced  oppor- 
tunity and  emplojonent. 

Water  availability  is  also  a  constraint  to  developing  community. 
This  is  a  particular  irony  as  the  wellspring  of  the  Potomac  is  partly 
in  Pendleton  County.  Many  pure  streams  and  springs  feed  water 
to  Washington  and  the  Chesapeake  Bay,  but  this  pure  water  is  in- 
sufficiently tapped  and  utilized  in  Pendleton  due  to  the  cost  of  cre- 
ating infrastructure. 

Neither  private  industry  nor  sufficient  tax  revenues  exist  to  cre- 
ate what  in  many  cases  would  be  the  first  such  investment  in  in- 
frastructure for  water  collection  and  dissemination  in  several  of  our 
communities. 

I  would  like  to  also  go  to  points  that  we  think  might  help  us  in 
future  legislation.  We  believe  that  future  legislation  to  build  rural 
communities  so  that  they  become  successfiilly  contributing  eco- 
nomic entities  should  include  a  per  capita  income  formula  to  qual- 
ify them  for  Federal  assistance  as  well  as  or  instead  of  unemploy- 
ment. 

In  many  rural  communities,  agricultural  employment  for  subsist- 
ence wages  exist  but  would  not  meet  an  objective  criteria  to  be 
called  truly  gainful  employment.  In  some  cases,  this  labor  is  only 
for  subsistence  or  nonmonetary  reimbursement.  Individual  oppor- 
tunity is  not  enhanced  by  this  type  of  work  nor  is  the  economy  and 
economic  growth  of  our  country  expanded. 

As  this  nonemployment  has  the  tendency  to  mask  unemploy- 
ment, we  would  also  suggest  that  legislation  include  a  provision 
that  would  allow  the  federally-assisted  community  to  demonstrate 
its  true  unemployment  rate  by  certified  analysis  survey,  by  recog- 
nized and  approved  institutions.  Rural  communities,  by  their  very 
nature,  defy  accurate  statistical  accumulation  without  the  exertion 
of  extra  methods  of  data  collection.  Future  legislation,  from  our 
vantage,  may  benefit  also  from  flexibility  in  designating  appro- 
priate administrative  entities. 

Some  municipalities  and  counties  may  be  more  administratively 
adept  than  others,  and  for  those  without  administrators  able  to  suf- 
ficiently allow  for  resources  to  meet  reporting  needs,  funds  may  be 
better  handled  by  the  several  State  administrations. 

Finally,  from  our  view,  the  best  job  programs  are  those  that  re- 
build important  public  structures,  meet  specific  development  needs 
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within  a  community  by  eliminating  infrastructure  bottlenecks,  and 
put  our  citizens  back  to  work  through  private  contractors  during 
construction,  and  allow  for  employment  after  the  work  of  building 
is  completed  by  freeing  private  initiative.  Emplojmient  per-cost  cal- 
culations that  we  have  seen  do  not  factor  increased  commerce,  re- 
sulting in  secondary  employment  and  savings  by  reducing  the  wel- 
fare rolls. 

When  all  these  are  factored  in,  we  believe  that  jobs  programs  are 
an  excellent  investment  in  communities  unable  to  spare  the  ex- 
pense themselves. 

As  a  result,  Pendleton  County  is  a  wonderful  community  with  a 
great  potential  to  serve  the  metropolitan  commercial  centers  of 
America  at  reduced  operational  costs  of  business  and  with  the  best 
workers  in  the  Nation.  To  have  a  venue  which  can  support  Amer- 
ican business  so  that  American  firms  could  be  more  competitive  in 
the  global  marketplace  is  to  have  a  location  in  which  it  is  well 
worth  investing  infrastructure  capital. 

Pendleton  and  other  rural  commimities  are  hidden  opportunities 
for  our  Nation,  opportunities  that  will  return  revenues  on  invest- 
ment and  renew  fixtures  for  our  citizens. 

Thank  you. 

Mr.  Wise.  Thank  you  very  much,  Mr.  Wilson. 

Mayor,  I  want  you  to  know  you  are  already  an  impressive  advo- 
cate. Congresswoman  Molinari  has  asked  when  we  are  going  to 
have  a  field  hearing  in  this  region,  because  coming  from  New  York 
City  she  thinks  this  is  an  area  of  the  world  she  should  see,  and  she 
is  absolutely  right. 

We  appreciate  that. 

The  gentleman  from  Arkansas,  Judge  Ken  Stoner  from  Phillips 
County,  Arkansas,  a  State  that  is  on  everybody's  lips,  hearts  and 
minds  this  week. 

Judge  Stoner.  Well,  Mr.  Chairman,  I  think  everyone  knows 
where  Arkansas  is  now.  It  is  the  dot  between  Oklahoma  and  Texas. 

Thank  you,  Mr.  Chairman,  and  Members  of  this  Economic  Devel- 
opment Subcommittee. 

I  am  Ken  Stoner,  County  Judge  from  Phillips  County,  Arkansas. 
I  chair  the  National  Association  of  Counties  Rural  Development 
Subcommittee,  and  I  am  testifying  today  on  behalf  of  the  National 
Association  of  Counties,  the  National  Association  of  Development 
Organizations,  and  the  National  Association  of  Towns  and  Town- 
ships. And  all  the  local  government  officials  join  me  in  thanking 
you  for  convening  this  hearing  to  address  America's  urgent  need  for 
infrastructure  improvements  and  economic  stimulus  in  rural  as 
well  as  urban  areas. 

The  common  perception  of  rural  America  as  comprised  of  farm- 
lands and  rolling  waves  of  grain  masks  the  economic  misery  that 
plague  much  of  rural  America  where  poverty  and  unemployment 
are  high  and  opportunities  for  job  skills,  training  are  restricted, 
particularly  for  the  less  educated  who  need  training  the  most. 

I,  for  one,  have  a  firsthand  experience  with  rural  poverty. 
Agreed,  there  has  been  job  growth  in  the  State  of  Arkansas.  What 
has  not  been  brought  to  the  forefront  is  that  most  of  the  job  growth 
has  been  in  central  and  western  Arkansas.  I  happen  to  come  from 
the  delta  of  eastern  Arkansas,  where  two  years  ago  a  study  was 
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done  on  the  rural  poor,  which  happened  to  be  the  most  poverty- 
stricken  area  in  the  United  States. 

I  come  from  a  county  of  28,800  population,  of  which  over  11,000 
receive  food  stamps  monthly  for  survival,  so  you  can  see  that  is 
quite  a  blow  to  our  tax  base.  As  the  Congress  and  new  administra- 
tion begin  working  to  solve  our  Nation's  economic  problems,  we  do 
not  want  you  to  forget  that  62  million,  or  approximately  25  percent 
of  all  Americans  live  in  rural  America. 

Smaller  local  governments  have  fewer  resources  at  their  disposal 
than  do  major  urban  areas,  yet  still  must  deliver  many  if  not  all 
of  the  same  services  to  their  residents.  Unfunded  Federal  and  State 
mandates  further  strain  local  resources,  and  to  bring  out  a  point 
of  that,  this  October  the  9th  will  mark  the  day  the  Subtitle  D  will 
come  into  effect  on  solid  waste. 

Many  of  the  rural  counties  have  no  rural  solid  waste  pick  up  as 
such  today.  That  will  have  to  be  instigated  at  a  terrific  cost  to 
these  rural  counties,  and  we  are  still  wondering  where  those  funds 
are  going  to  come  from. 

The  fiscal  plight  of  rural  areas  has  not  improved  over  the  last 
year.  This  week  NAC,  NATAT,  and  NADO  released  a  survey  that 
was  mailed  out  to  1,050  rural  local  government  officials  and  devel- 
opment organizations.  With  approximately  a  third  responding,  330, 
we  request  that  a  copy  of  the  results  of  our  survey  be  entered  into 
the  record  along  with  our  prepared  statement. 

In  this  survey,  over  half,  53  percent,  said  their  government  had 
been  forced  to  reduce  funding  for  infrastructure  projects.  Of  these, 

40  percent  postponed  road  and  other  transportation  improvements; 

41  percent  indicated  their  governments  raised  taxes  or  fees. 

To  address  the  economic  slump  in  rural  America,  70  percent  of 
the  respondents  said  that  infrastructure  should  be  the  number  one 
priority.  The  second  priority  was  economic  development,  identified 
by  47  percent.  And  the  third  most  frequently  identified  issue,  with 
18  percent,  was  solid  waste  management. 

The  reason  for  this  response  is  obvious.  More  than  half  the  Na- 
tion's 3.1  million  miles  of  rural  roads  are  unpaved,  and  much  of  the 
paved  portions  are  in  poor  shape. 

In  my  county,  we  have  800  miles  of  county  roads,  700  miles  of 
which  are  unpaved.  The  Federal  Highway  Administration  esti- 
mates that  there  are  180,000  deficient  bridges;  a  number  of  these 
are  located  in  my  county.  And  the  Environmental  Protection  Agen- 
cy has  calculated  that  75  percent  of  all  waste  water  facilities  are 
in  rural  communities  of  fewer  than  10,000  persons. 

These  facilities  would  come  with  an  estimated  $13  billion  price 
tag.  And  I  can  be  a  witness  to  that  in  that  we  have  in  our  county, 
rural  subdivisions  with  very  limited  waste  water  disposal  and  some 
areas  of  our  counties  that  have  no  drinking  water.  Infrastructure 
improvements  are  needed  to  provide  both  an  immediate  economic 
stimulus  and  long-term  economic  development  in  rural  areas. 

According  to  this  survey,  there  are  approximately  3,000  projects 
in  37  States,  totaling  $2.8  billion,  that  are  ready  to  proceed  in  90 
days.  These  projects  alone  would  create  60,000  new  jobs. 

Judge  Stoner.  Federal  funds  to  address  these  and  other  infra- 
structure needs  in  rural  America  will  provide  a  foundation  for  rural 
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communities  to  diversify  their  economies  and  address  vital  needs 
of  our  citizens.  ^i.     xt 

Mr.  Chairman,  the  National  Association  of  Counties,  the  Na- 
tional Association  of  Development  Organizations,  and  the  National 
Association  of  Towns  and  Townships  are  eager  to  work  with  you 
and  this  subcommittee  in  developing  legislation  which  would  stim- 
ulate the  economy  and  foster  investment  in  long-term  economic 
growth  of  the  Nation.  ,  , 

Mr.  Chairman,  this  legislation  should,  and  we  anticipate  will,  be 
a  cornerstone  for  an  effective  partnership  between  Federal,  State, 
and  local  governments. 

Thank  you  very  much. 

Mr.  Wise.  Thank  you  very  much,  Judge  Stoner. 

Our  final  panel,  and  then  we  will  begin  questions,  will  be  Mr. 
Louis  J.  Coletti,  the  President  and  Chief  Executive  Officer  of  the 
New  York  Building  Congress  Incorporated,  of  New  York  City,  and 
Dr.  Lawrence  Hunter,  Vice  President  and  Chief  Economist  of  the 
United  States  Chamber  of  Commerce  here  in  Washington. 

Mr.  Coletti? 

TESTIMONY  OF  LOUIS  J.  COLETTI,  PRESIDENT  AND  CfflEF  EX- 
ECUTIVE OFFICER,  NEW  YORK  BUILDING  CONGRESS,  INC., 
NEW  YORK,  NY,  AND  DR.  LAWRENCE  A.  HUNTER,  VICE  PRESI- 
DENT  AND  CHIEF  ECONOMIST,  U.S.  CHAMBER  OF  COM- 
MERCE, WASHINGTON,  DC 

Mr.  Coletti.  Thank  you,  Mr.  Chairman,  Congresswoman  Mol- 
inari,  thank  you  very  much  for  allowing  me  to  address  this  very 
critical  issue  before  the  committee  this  morning. 

Much  of  the  discussion  has  been  centering  around  whether  or  not 
we  are  recovering  from  a  recession.  I  would  like  to  say  to  you  that 
New  York  never  participated  in  a  recession.  For  us  it  has  been  a 
depression. 

Let  me  share  with  you  some  of  the  statistics  from  New  York 
City.  During  the  last  five  years  the  construction  industry  has  lost 
over  32,000  jobs,  over  1,600  architectural  and  engineering  jobs. 
Combined,  we  are  talking  about  a  loss  of  some  $1.5  bilHon  in  wages 
to  those  individuals,  costing  the  City  of  New  York  $607  miUion  in 
tax  revenue. 

Right  now  over  10  percent  of  the  building  trades  members  are 
without  health  care  coverage.  In  the  State  of  New  York,  one  of 
every  six  individuals  now  collecting  unemplojnnent  insurance  is  in 
the  construction  industry.  So  we  have — recession  has  never  entered 
into  our  discussion,  it  has  been  a  terrible  depression. 

In  terms  of  specific  recommendations  and  funding  an  infrastruc- 
ture program,  we  basically  have  two:  Number  one,  we  support  the 
fall  funding  of  the  ISTEA  program,  using  the  spend  down  of  the 
$30  biUion  in  trust  funds,  and  a  second  program  which  we  would 
suggest  to  you  needs  to  be  handled  in  a  separate,  a  block  grant  con- 
cept that  was  talked  about  before,  using  the  Community  Develop- 
ment Block  Grant  model.  But  we  would  recommend,  as  Congress- 
woman  Molinari  mentioned  before,  an  expansion  of  that  definition 
of  infi-astructure  to  include  schools,  hospitals,  cultural  institutions. 
Congressman  Nadler  quite,  I  think,  appropriately  talked  before 
about  the  long-term  problem  that  we  have  in  this  Nation,  and  as 


66 

important  as  the  creation  of  jobs  through  an  infrastructure  pro- 
gram is,  I  think  it  also  provides  us  with  an  opportunity  to  improve 
the  overall  quality  of  our  life,  to  improve  our  living  standards. 

Before  someone  mentioned  that  the  construction  industry  seems 
to  have  a  problem  with  the  recruitment  of  minorities  and  women, 
and  I  think  we  would  all  acknowledge  that,  but  since  my  member- 
ship includes  both  business  and  labor  representatives,  let  me  share 
with  you  two  particular  projects  in  New  York  that  I  think  deserve 
national  consideration  as  part  of  a  program. 

Right  now  in  New  York  City,  35  percent  of  the  construction  work 
force  is  minority  and  women.  The  building  trades  of  New  York  City 
has  just  signed  what  I  believe  is  a  model  program  with  the  City 
School  Construction  Authority  in  which  it  will  guarantee  that  a 
minimum  of  25  percent  of  the  new  apprentices  in  every  trade  come 
from  the  New  York  City  high  school  system.  Those  apprentices  will 
then  be  sent  back  to  the  sites  of  those  schools  to  be  built. 

We  are  also  a  partner  in  what  is  called  a  Regional  Alliance  for 
Small  Contractors,  a  public-private  partnership  that  incorporates 
majority  firms,  public  agencies,  and  minority  firms,  in  terms  of  pro- 
viding and  estimating  services,  accounting  services,  and  helping 
those  firms  grow.  I  think  those  elements  have  to  be  a  piece  of  the 
kind  of  infrastructure  program  we  are  talking  about  if  we  are  going 
to  include  everyone  in  America  in  the  opportunities  that  we  believe 
the  construction  industry  can  provide. 

Everyone  knows  that  our  manufacturing  base  in  this  country  has 
significantly  declined.  There  is  no  better  example  of  that  than  in 
New  York  City.  I  am  sitting  here  today  because  I  had  an  oppor- 
tunity and  my  parents  had  an  opportunity  to  work  in  a  manufac- 
turing industry,  a  blue-collar  job,  that  provided  them  a  middle- 
class  living  so  I  could  go  to  college. 

If  we  have  eliminated  the  manufacturing  base  by  better  competi- 
tion, or  for  whatever  reasons,  what  hope  do  poor  and  minority  indi- 
viduals who  are  looking  for  a  piece  of  the  American  dream  hold  un- 
less we  embrace  an  infrastructure  program? 

That  is  why  I  think  it  is  so  significant  that  this  program  be  fund- 
ed and  implemented  quickly.  It  provides  an  opportunity  to  improve 
productivity,  to  improve  private  investment  and  create  the  jobs  we 
really  need  to  provide  work  opportunities  so  people  can  lead  a  de- 
cent living,  it  allows  a  number  of  different  public  policies  to  be  ac- 
complished all  at  the  same  time  for  what  many  of  us  consider  to 
be  a  minimal  investment. 

I  think  you  were  hearing  from  local  officials  today  in  talking 
about  how  do  we  pay  for  this  program.  My  colleague  sitting  next 
to  me,  I  think,  talked  about  the  increase  in  capital  spending  in 
State  and  local  governments  throughout  the  Nation.  He  is  entirely 
correct.  I  think  one  of  the  reasons  we  are  here  today  is  because 
those  local  and  State  jurisdictions  don't  have  the  financial  capabil- 
ity anymore  to  expand  our  programs. 

In  New  York  City  for  the  last  eight  years  our  debt  service  has 
equaled  20  percent  of  our  general  tax  revenues.  There  isn't  much 
more  you  can  expect  the  City  of  New  York  to  do  and  remain  finan- 
cially responsible. 

The  governor  has  recently  proposed  a  $25  billion  capital  improve- 
ment program  at  the  same  time  that  he  is  searching  for  $2  billion 
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to  fix  an  operational  budget  deficit.  Compare  that  with  what  the 
Federal  infrastructure  investment  has  been  over  the  last  decade. 

In  the  1980s,  the  proportion  of  the  Federal  budget  spent  on  pub- 
lic investment  fell  to  half  of  that  in  the  1970s,  and  one  quarter  of 
that  spent  in  the  1950s  and  1960s.  Between  1980  and  1990,  Fed- 
eral investments  in  infrastructure  were  cut  in  half,  with  spending 
falling  from,  roughly,  5  percent  of  all  Federal  spending,  to  2.5  per- 
cent. 

As  we  become  more  and  more  a  global  economy,  let's  compare 
what  the  United  States  is  doing  with  some  of  our  international 
competitors.  While  we  in  the  United  States  invest  three  tenths  of 
1  percent  of  our  gross  domestic  product  annually  in  infrastructure, 
listen  to  some  of  the  investments  that  our  foreign  competitors  are 
making:  Japan,  5.7  percent;  Italy,  4.8  percent;  Germany,  3.7  per- 
cent; France,  2.7  percent;  Britain,  2  percent,  and  Canada,  1.8  per- 
cent. 

I  would  submit  to  you  that  unless  we  make  the  difficult  decision 
to  invest  in  infrastructure,  we  will  never  be  able  to  compete  in  a 
global  economy.  We  embrace  the  discussion  and  consideration  of  an 
expanded  definition  of  infrastructure.  We  in  New  York  City,  when 
we  take  a  look  back  at  history,  find  some  of  the  finest  jewels  in  our 
city  started  with  Federal  dollars  during  economic  depressions — 
Central  Park,  the  American  Museum  of  Natural  History,  the  Met- 
ropolitan Museum  of  Art  and  Rockefeller  Center,  the  types  of  facili- 
ties that  can  increase  our  living  standard  and  improve  our  quality 
of  life  for  everyone. 

I  would  like  to  now  talk  a  little  about  structuring  the  program. 
After  listening  to  some  of  the  comments  from  the  Members  of  the 
committee,  I  think  you  are  right  on  target  and  should  be  concerned 
about  the  local  government  and  State  government's  ability  for  im- 
plementing projects  quickly. 

The  procurement  process  in  New  York  City  is  at  best  horrific. 
Without  specific  direction  in  any  legislation  that  is  drafted,  the  po- 
tential for  those  projects  to  remain  languished  on  someone's  desk 
remains  great. 

I  would  suggest  to  the  committee  that  in  any  language  that  is 
developed,  that  in  order  to  obtain  financing,  that  you  would  require 
contracts  to  be  awarded  within  120  days  of  the  bill  being  signed, 
that  you  would  require  local  jurisdictions  to  sustain  their  1993  cap- 
ital budget  levels,  so  as  you  have  made  the  difficult  financial  deci- 
sions to  come  forth  with  a  capital  program,  local  officials  are  not 
given  the  opportunity  to  cut  back  their  own  capital  investment  pro- 
gram. 

The  concept  of  this  is  that  it  would  be  a  short-term  stimulus.  In 
that  expanded  version  of  the  definition  of  infrastructure,  I  am  by 
no  means  suggesting  that  a  long-term  program  be  established 
which  would  provide  Federal  funding  year,  after  year,  after  year 
for  those  kinds  of  projects. 

I  believe  it  should  be  short  term  in  nature,  that  local  jurisdic- 
tions should  not  have  to  try  to  escape  their  responsibilities,  but  if 
we  are  trying  to  redirect  our  priorities,  I  think  what  we  need  in 
this  Nation  is  a  one  quick  shot  bringing  people  back  to  work  so 
that  we  can  feel  good  about  ourselves.  The  members  I  represent 
just  don't  feel  there  is  any  hope,  that  no  one  cares  for  their  future. 
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the  future  of  their  children  is  completely  up  in  the  air,  and  I  think 
when  those  kinds  of  feelings  are  exhibited  by  people,  the  entire 
urban  America,  the  entire  country  suffers. 

We  have  a  great  opportunity  here  to  move  forward.  I  am  strug- 
gling because  it  is  a  very  emotional  issue  with  me.  I  have  got  peo- 
ple in  my  office  every  day,  from  architects  who  have  had  their  own 
firms  gone  bankrupt,  to  construction  workers — my  office  looks  like 
some  of  your  offices  with  resumes,  with  nowhere  to  go,  with  no 
training  to  move  them  into  another  industry,  and  that  is  why  I  feel 
that  this  program  is  so  critical. 

Let  me  conclude  my  remarks  by  saying  there  was  a  question 
asked  before:  How  do  we  finance  this  program?  I  would  respectfully 
submit  to  you  that  the  comment  I  am  about  to  make  in  concluding 
my  remarks,  please  don't  consider  flippant,  or  irreverent  or 
uncaring  about  a  deficit  that  I  know  is  a  major  problem  over  the 
long  term,  but  I  suggest  that  we  need  to  redefine  our  priorities  in 
this  country,  and  in  finding  the  money  to  pay  for  these  infrastruc- 
ture projects,  I  suggest  that  we  direct  our  efforts  to  those  Federal 
budget  line  items  that  pay  for  the  savings  and  loan  bailout  and 
that  pays  for  foreign  aid  to  other  nations. 

Mr.  Chairman,  it  is  time  for  us  to  concentrate  on  America  to 
move  forward  with  an  infrastructure  program  that  will  benefit 
Americans,  improve  our  productivity,  and  make  us  the  world-class 
economic  power  that  we  have  been  in  the  past. 

Thank  you  very  much. 

Mr.  Wise.  Thank  you,  Mr.  Coletti. 

Our  final  witness  will  be  Dr.  Lawrence  Hunter,  the  Vice  Presi- 
dent and  Chief  Economist  of  the  U.S.  Chamber  of  Commerce. 

Dr.  Hunter.  Thank  you,  Mr.  Chairman. 

The  hour  is  late  and  you  have  been  here  a  long  time.  I  will  try 
to  be  brief. 

What  I  wanted  to  try  to  do  is  to  give  you  a  short  view  of  what 
we  think  the  state  of  the  economy  is  today,  to  give  you  an  overview 
of  a  comprehensive  approach  to  long-term  economic  growth  that  we 
have  put  together  and  to  speak  mainly  about  the  role  this  commit- 
tee can  play  in  that  package. 

For  numerous  reasons  stated  in  my  prepared  statement,  we  be- 
lieve the  current  performance  of  the  economy  is  better  than  we  can 
expect  over  the  long  term,  thus  our  forecast  is  that  economic 
growth  will  slow  by  the  second  half  of  1993,  unless  policy  changes 
are  made  to  generate  more  economic  activity. 

There  is  a  general  consensus  among  economists  that  over  the 
^onger  term  the  economy^s  real  growth  potential  is  around  2.5  per- 
cent. This  situation  contrasts  starkly  with  the  entire  postwar  pe- 
riod when  the  economy  grew  on  average  by  about  3.2  percent  a 
year.  A  growth  gap  has  opened  between  actual  economic  perform- 
ance and  historic  precedent. 

I  would  refer  you  to  the  graph  in  my  prepared  statement  to  ex- 
plain the  details  of  the  growth  gap.  Long-run  real  growth  of  2.5 
percent  a  year  is  insufficient  to  generate  needed  permanent  job 
growth  and  is  inadequate  to  increase  the  real  income  of  the  aver- 
age worker.  Practically  speaking,  real  wages  cannot  be  increased 
without  increasing  the  Nation's  capital  stock,  and  more  capital  re- 
quires more  investment. 
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While  selected  public  investment  can  make  some  contribution  to 
increasing  the  Nation's  capital  stock,  the  only  way  economic  growth 
is  going  to  be  increased  sufficiently  to  raise  real  wages  is  to  in- 
crease private  investment.  And  the  only  way  to  increase  private  in- 
vestment is  to  reward  it,  not  penaUze  it.  This  is  not  trickle-down 
economics.  This  is  an  objective  statement  of  the  way  free  enterprise 
works. 

In  summary,  we  need  permanent  economic  policy  reforms  m 
three  general  areas,  most  of  which,  frankly,  are  outside  the  juris- 
diction of  this  committee.  On  the  tax  side,  we  need  to  reduce  the 
cost  of  capital  by,  at  a  minimum,  indexing  the  basis  of  capital  as- 
sets for  inflation,  just  the  way  we  index  the  individual  income  tax, 
and  we  must  reform  the  alternative  minimum  tax. 

On  the  regulatory  front,  we  need  to  lower  compHance  costs  and 
we  need  to  stop  the  regulatory  overkill  that  is  causing  the  small 
business  credit  crunch. 

Finally,  on  the  spending  side,  we  must  make  permanent  changes 
to  entitlement  urograms  to  reduce  Federal  spending  growth,  and  to 
reallocate  public  spending  as  President-elect  Clinton  has  advocated, 
away  from  current  consumption  toward  public  investment. 

Now  let  me  turn  to  what  I  think  the  unique  role  this  committee 
may  play  in  crafting  a  legislative  package  of  long-run  economic 
growth  policies.  In  our  judgment,  that  role  should  not  be  to  attempt 
to  enact  a  public  works  jobs  program  with  the  hope  of  stimulating 
aggregate  demand  and  priming  the  economic  pump.  Past  experi- 
ence and  empirical  evidence  demonstrate  conclusively  that  govern- 
ments cannot  spend  the  economy  out  of  stagnation,  even  if  the 
spending  choices  are  well  made,  which,  of  course,  they  seldom  are 
when  the  pump  priming  frenzy  sets  in. 

If  government  spending  per  se  were  stimulative,  we  would  expect 
some  demonstrable  effect.  After  all.  Federal  spending  rose  sharply 
throughout  the  Bush  years.  Infrastructure  spending  increased  dra- 
matically. 

Since  1989,  total  spending  on  infrastructure  has  increased  40 
percent.  Budget  authority  for  highway  spending  is  up  31  percent. 
On  airports,  up  29  percent;  on  environmental  infrastructure,  up  32 
percent,  and  on  energy  and  science  infrastructure,  up  a  whopping 
85  percent. 

Moreover,  for  the  entire  decade  of  the  1980s,  when  the  conven- 
tional wisdom  would  have  us  beheve  the  Nation's  infrastructure 
crumbled  into  disrepair,  the  rate  of  growth  of  public  construction 
actually  exceeded  the  rate  of  growth  in  nonresidential  fixed  invest- 
ment. 

Let  me  translate  that  from  economist  jargon.  In  other  words, 
governments  increased  construction  spending  faster  during  the 
1980s  than  did  private  businesses.  Seventy-one  percent  of  all  new 
jobs  recorded  by  the  Labor  Department's  establishment  survey  be- 
tween December  1988  and  December  1992,  were  State,  local,  and 
Federal  Government  jobs. 

In  eft'ect,  we  have  had  one  of  the  biggest  pubUc  works  programs 
in  history  during  the  last  four  years,  yet  real  gross  domestic  prod- 
uct growth  averaged  a  dismal  six-tenths  of  1  percent  a  year,  and 
private  job  growth  has  been  stagnant  imtil  recently. 
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You  have  heard  the  findings  of  Dr.  Holtz-Eakin.  We  find  his  con- 
clusions compeUing. 

I  would  also  refer  you  to  the  work  of  economist  John  Tatom  for 
additional  empirical  work  on  this  question  of  the  macro  effect  of 
public  sector  investment  spending  on  infrastructure.  There  are,  and 
I  want  to  emphasize  this,  there  are  a  number  of  pressing  specific 
problems,  such  as  you  have  heard  much  about  this  morning,  that 
could  be  alleviated  through  careful  increases  in  infrastructure  out- 
lays. 

The  role  for  this  committee  in  reviving  economic  growth  in  the 
country  is  important.  For  many  such  problems,  funds  already  have 
been  levied  and  earmarked,  but  is  unreachable  as  paper  trust 
funds  within  the  Federal  budget. 

The  possible  exception  to  this  general  rule  may  be  the  Highway 
Trust  Fund.  Although  there  is  currently  an  $11.4  billion  surplus  in 
the  fund,  GAO  reports  that  by  fiscal  year  1999,  the  trust  fund  will 
fall  some  $6  billion  short  of  authorizations. 

The  projected  shortfall  occurs  precisely  because  highway  spend- 
ing has  been  accelerated  and  because  slow  economic  growth  has  de- 
pressed revenue  growth.  Indeed,  the  trust  fund  illustrates  the  more 
general  point,  to  keep  revenues  flowing  into  the  government,  the 
economy  must  be  growing.  Even  under  GAO's  worst-case  scenario, 
the  Highway  Trust  Fund  is  still  some  seven  years  away  from  their 
definition  of  insolvency.  Should  economic  growth  and  gas  tax  reve- 
nues pick  up  in  the  interim,  the  problem  by  and  large  disappears. 

If  Congress  decides  on  efficiency  grounds  that  more  spending  on 
infrastructure  is  required  immediately  than  is  available  in  the 
trust  funds,  it  should  reallocate  current  spending  away  fi-om  con- 
sumption and  into  new  well-thought-out  projects  as  suggested  by 
the  incoming  Clinton  administration.  Tapping  general  revenues  to 
reprioritize  spending  away  fi'om  consumption  and  toward  infira- 
structure  spending  would,  in  effect,  recoup  the  two-and-a-half  cents 
of  the  five-cent  gasoline  tax  increase  diverted  to  general  deficit  re- 
duction as  part  of  the  1990  budget  agreement. 

Raising  taxes,  even  earmarked  taxes,  to  increase  infrastructure 
spending  would,  in  our  judgment,  be  a  mistake.  An  even  bigger 
mistake  would  be  to  increase  the  gasoline  tax  to  fiiel 
noninfi'astructure  spending. 

One  hears  disturbing  rumblings  about  raising  the  gasoline  tax  to 
pay  for  so-called  long-term  public  investments  in  all  manner  of 
nontransportati on-related  activities.  This  would  be  an  enormous 
mistake,  compounding  errors  of  the  past. 

When  setting  priorities,  the  problem  is  one  of  separating  real  in- 
vestment spending  needs  from  old-fashioned  pork,  as  many  have 
pointed  out  this  morning.  Economist  Robert  Barro,  for  example, 
finds  that  investment  in  public  infrastructure  offers  reasonable  but 
not  extraordinary  rates  of  return. 

The  highest  returns  are  derived  from  maintenance  of  existing 
capital,  with  rates  of  return  measured  up  to  40  percent  a  year,  in 
some  instances,  and  from  highway  projects  in  congested  areas,  with 
rates  of  return  ranging  in  the  10-  to  20-percent  range  annually.  In 
other  words,  fixing  potholes  is  a  very  good  idea. 

Bullet  trains  and  other  advanced  technology  in  the  cities  are  less 
beneficial.  Reallocating  money  currently  being  spent  on  low-return 
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public  projects  and  on  public  consumption  back  toward  infrastruc- 
ture projects,  with  a  higher  rate  of  return,  makes  eminent  sense. 
There  are  no  efficiency  gains,  however,  to  be  had  by  diverting  more 
resources  out  of  the  private  sector  into  public  infrastructure  spend- 
ing. 

The  policy  process  has  become  fixated  on  the  Federal  Budget 
Deficit,  and  that  fixation  is  reinforced  by  an  institutionalized  bias 
that  pretends  tax  rate  cuts  on  capital  have  no  significant  positive 
effect  on  investment  and  that  capital  formation  is  unaffected  by  tax 
policy  and  therefore  that  every  cut  in  tax  rates  produces  long-nm 
revenue  losses.  This  fixation  has  produced  an  inordinate  fear  of 
change  and,  in  our  judgment,  a  bipartisan  policy  paralysis  that  is 
symptomatic  almost  of  a  collective  neurosis  that  is  unwarranted  by 
the  facts. 

We  have  become  slaves  to  static  revenue  estimators  who  make 
projections  four  and  five  years  into  the  future  which  are  known  to 
be  inaccurate  the  moment  they  are  put  on  paper,  and  yet  produce 
gridlock,  producing  the  kinds  of  changes,  especially  in  the  tax  area, 
that  are  widely  acknowledged  to  be  undesirable..  It  simply  makes 
no  sense  for  Ainericans  to  endure  unfair  and  economically-damag- 
ing tax  policy,  for  example,  because  of  a  fear  that  Congress  may 
prove  incapable  of  taking  responsible  action  sometime  in  the  fu- 
ture. 

If  the  long-run  benefits  and,  hence,  the  increased  revenues  from 
policy  changes  such  as  indexing  the  basis  of  capital  assets  don't 
materialize,  it  may  be  necessary  to  raise  taxes  again  a  few  years 
from  now,  but  we  won't  know  until  we  get  there.  One  thing  we 
know  for  sure,  it  would  be  foolish  to  forego  the  certain  and  imme- 
diate benefits  of  policies  such  as  indexing  because  of  an  anxiety 
that  the  resulting  economic  improvements  may  not  prove  perma- 
nent, especially  when  any  revenue  shortfall  is  so  directly  amenable 
to  immediate  congressional  remedy  that  one  develops.  It  is  a  cal- 
culated risk  we  should  be  willing  to  take. 

In  closing,  Mr.  Chairman,  I  would  just  express  our  agreement 
with  much  of  what  we  have  heard  in  the  last  several  months.  It 
is  time  for  a  change,  it  is  time  to  use  a  little  common  sense.  All 
we  are  saying  is  give  growth  a  chance. 

Thank  you. 

Mr.  Wise.  Thank  you  very  much.  Dr.  Hunter. 

I  want  to  thank  all  the  witnesses  both  for  your  testimony  and 
your  patience.  I  think  it  is  fruitful  to  have  everyone  in  front  of  the 
committee  in  this  manner,  and  I  look  forward  to  a  good  exchange. 

I  now  turn  to  the  full  committee  Chair,  Mr.  Mineta. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  thank  the  panel  very  much  for  their  presen- 
tations. They  were  really  good,  all  across  the  board. 

One  question,  though,  or  one  thing  I  would  like  to  correct.  I  am 
sorry  that  Ms.  Reynolds  is  not  here.  In  her  testimony,  she  said  that 
full  funding  of  ISTEA  would  be  about  $2.5  billion.  Our  estimates 
are  that  it  would  take  $4  billion  to  fully  fund  ISTEA,  based  at  least 
on  what  the  Appropriations  Committee  has  told  us. 

Just  as  Dr.  Eisner  has  said  there  is  a  confusion  of  terms  or  mix- 
ing of  terms,  it  seems  I  am  also  starting  to  hear  things  like  eco- 
nomic stimulus,  economic  development,  productivity  gains  and  pub- 
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lie  works  spending  as  if  somehow  they  are  all  interchangeable,  and 
I  think  somewhere  we  are  going  to  have  to  start  not  redefining  but 
at  least  trying  to  maybe  make  a  little  more  precise  what  is  in- 
tended as  these  terms  are  being  used. 

What  I  would  like  to  turn  to  is  something  that  goes  off  these 
charts  and  one  that  appeared  in  several  of  the  statements  before 
us. 

First  of  all,  I  note  that  Wharton  predicts  that  the  unemployment 
rate  for  calendar  year  1993  will  be  7  percent.  DRI  for  calendar  year 
1993  predicts  that  it  will  be  7.1.  Today  we  know  that  it  stands  at 
7.3  percent,  so  they  obviously  don't  see  much  improvement  in  the 
unemployment  picture  between  now  and  the  end  of  calendar  year 
1993. 

Let  me  ask  about  the  effect  that  that  kind  of  unemployment  has 
on  the  overall  economy.  First  of  all,  consumer  spending,  as  I  see 
it,  represents  about  two-thirds  of  the  overall  economy,  so  changes 
in  consumer  spending  patterns  can  have  sin  enormous  impact  on 
the  overall  growth  of  the  economy,  and  of  course  consumer  con- 
fidence is  a  very  big  part  of  what  drives  spending  patterns. 

Now,  when  the  average  American  looks  around  and  sees  a  weak 
job  market  that  shows  no  signs  of  fundamentally  improving,  how 
big  a  factor  is  that  in  depressing  consumer  confidence? 

Perhaps  you  could  compare  the  influence  of  that  factor  on 
consumer  confidence  and  spending  to  other  factors  such  as  a  board 
of  economists  announcing  that  the  recession  officially  ended  22 
months  ago,  or  the  President  announcing  that  recovery  is  just 
around  the  comer.  But  I  guess  what  I  am  getting  at  is  that  when 
consumers  see  a  job  market  around  them  that  continues  to  be 
weak,  they  pull  back  and  spend  less  than  they  might  otherwise. 
That  in  turn  threatens  to  stall  what  little  growth  we  have  in  this 
economy.  Now  is  that  a  risk  which  should  be  concerning  us? 

Dr.  Eisner.  Yes,  I  think  it  should.  In  fact,  it  is  not  just  what  offi- 
cial figures  have  been  put  out.  The  ordinary  person  knows  about 
the  unemployment,  whatever  the  Bureau  of  Labor  Statistics  puts 
out,  and  they  lose  jobs,  they  see  friends  losing  jobs,  and  that  affects 
their  consumer  spending. 

Actually,  Dr.  Faux  made  an  excellent  point,  which  is  frequently 
overlooked,  about  what  has  happened  on  withholding  taxes  in  this 
last  year.  It  is  not  quite  true  that  Mr.  Bush  did  nothing.  He  didn't 
do  enough,  but  he  did  do  that  jiggling,  and  that  is  going  to  come 
home  to  make  things  even  worse  for  consumer  spending  when  peo- 
ple find  they  don't  get  tax  refunds  in  April,  so  that  should  be  real- 
ized and  taken  into  account. 

The  forecasts  on  unemployment  for  everybody  are  dismal,  and 
that  is  clearly — that  is  a  part  of  the  basis  for  the  dismal  deficit 
forecast  as  people  look  at  it,  but  that  is  exactly  the  reason  not  to 
say  that  we  can't  have  a  stimulus  package.  It  is  exactly  the  reason 
to  say  we  should  have  one. 

Mr.  Faux.  If  you  look  at  the  improved  numbers  over  the  last  six 
months,  it  is  quite  clear  that  most  of  that  has  come  from  consum- 
ers buying  more  than  either  their  incomes  or  their  job  situations 
would  suggest  they  should. 

The  Chair.  So  they  are  dipping  into  savings? 


73 

Mr.  Faux.  They  are  dipping  do  savings.  They  are  dissaving,  that 
is  they  are  borrowing  money.  You  can  only  continue  that  for  so  long 
unless  the  job  growth  underneath  supports  it.  And  if  you  look  at 
those  projections,  clearly  most  forecasters  don't  think  it  will. 

Let  me  stress  something  I  said  before.  It  is  very  important  for 
us  not  to  make  policy  on  the  basis  of  one  base-line  projection, 
whether  it  is  from  0MB  or  CBO,  or  wherever  it  is.  You  really  do 
have  to  look  at  the  risk,  the  risk  of  what  happens  if  it  goes  well, 
what  happens  if  it  doesn't  go  very  well.  And  I  think  if  you  look  at 
it  like  that,  it  is  clear  that  right  now  some  sort  of  stimulus,  even 
if  the  optimists  are  right,  will  simply  accelerate  the  trend  towards 
a  better  employment  picture.  On  the  other  hand,  if  the  pessimists 
are  right,  not  having  a  stimulus  could  put  us  back  in  the  soup. 

I  would  like  to  make  one  other  point  about  jobs.  In  addition  to 
the  slow  job  growth  that  we  face,  we  may  be  facing  additional  job 
hits  on  the  American  labor  force,  one  from  additional  defense  cuts, 
another  from  cuts  in  health  care. 

It  is  important  to  understand  that  if  we  solve  our  health  care 
problem  and  we  cap  this  extraordinary  rate  of  growth  in  health 
care,  we  are  going  to  have  an  additional  job  problem  in  this  country 
because  the  spending  that  we  do  on  health  care  is  largely  rep- 
resented by  jobs.  That  is  one  of  the  fastest-growing  sectors  of  jobs 
in  the  coiuitry.  And  so  we  are  faced  with  a  situation  in  health  care, 
for  example,  and  in  defense,  where  if  we  take  advantage  of  the  op- 
portunities for  making  some  important  changes  in  policies,  we  are 
going  to  have  a  bigger  jobs  problems.  Again,  the  point  is  that  this 
is  not  a  short-term  issue.  We  need  a  stimulus  that  is  long  term  in 
character. 

The  Chair.  Dr.  Faux,  if  I  might  pick  up  on  that  point,  though, 
one  of  the  problems  that  I  might  see,  if  I  can  divert  on  this  health 
issue,  it  seems  to  me,  health  is  one  of  the  areas  where  as  we  im- 
prove it  the  costs  go  up.  Five  years  ago  we  didn't  have  the  MRI, 
10  years  ago,  20  years  ago  we  didn't  have  the  CAT  scan,  and  yet 
those  are  improvements  in  medical  science,  and  in  the  delivery  of 
medical  services — I  am  a  lung  cancer  victim,  and  had  an  operation 
on  that  score,  and  have  utilized  since  then  the  technology  of  MRI, 
but  it  is  also  adding  to  the  cost  of  medicine,  and  so — and  then  I 
suppose  the  other  part  of  it  is  the  need  for  the  additional  tests  be- 
cause the  medical  profession  is  practicing — what  do  they  call  it — 
defensive  medicine,  so  just  to  inject  that  pne  point. 

Mr.  Faux.  My  point  was  not  a  call  for  not  spending  in  the  health 
sector  what  we  need  to  spend.  My  point  is  simply  that  to  the  extent 
that  we  cut  out  the  so-called  inefficiencies,  we  will  also  be  cutting 
out  jobs. 

The  Chair.  Go  ahead,  doctor. 

Dr.  Bergmann.  I  wanted  to  say  that  one  of  the  things  that  is 
really  depressing  to  the  public  is  to  read  about  all  these  layoffs. 
One  big  source  of  layoffs  has  been  State  and  local  governments. 
Those  are  very  well-publicized,  and  they  are  the  largest.  I  don't 
think  we  have  finished  under  present  circumstances  with  those  lay- 
offs, and  I  think  that  underlines  the  necessity  of  getting  some  help 
to  States  and  localities  apart  from  construction  projects.  I  think  we 
ought  to  begin 
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The  Chair.  Dr.  Bergmann,  if  a  part  of  this  whole  exercise  is  not 
only  to  create  jobs  but  also  to  get  a  second  hit,  and  that  is  produc- 
tivity benefits,  it  seems  to  me  if  we  are  going  to  produce  jobs,  we 
have  leaf  rakers,  but  then  we  don't  have  £iny  long-term  benefits 
that  come  from  that  spending,  and  I  am  wondering  whether  or  not 
we  are  starting  to  mix  again  apples  and  oranges  in  our  efforts  here 
of  looking  at  long-  and  short-term  investments  in  infrastructure 
and  transportation. 

Ms.  Bergmann.  I  think  there  may  be  some  leaf  rakers  who  ought 
to  be  gotten  rid  of,  just  as  there  are  some  paper  pushers  in  the 
health  industry  who  ought  to  be  accommodated  in  other  industries, 
but  I  think  that  some  of  the  layoffs,  many  of  the  layoffs  of  public 
employees  that  we  have  been  seeing,  are  layoffs  of  people  who  have 
been  doing  important  work — mental  health  professionals,  people 
who  deal  with  the  homeless,  and  some  school  activities,  and  so  on. 

The  Chair.  One  of  the  things  that  I  think  Mr.  Coletti  raised  is 
a  good  issue.  We  have  got  to  maintain  this,  what  I  call  "the  mainte- 
nance of  effort"  so  that  we  don't  become  the  substitute  for  local  dol- 
lars being  diverted  to  other  things.  So  I  think  there  has  got  to  be 
a  maintenance  of  effort  of  some  nature. 

The  other  thing  I  would  like  to  mention,  one  of  the  things  I  have 
done,  at  least  in  my  conversations  with  the  President-elect,  is  to 
say  that  there  are  criteria,  the  project  has  to  go  to  bid  within  90 
days,  that  the  EIR-EIS  has  to  have  been  completed,  no  property 
acquisition  is  going  to  be  allowed  under  this  and  no  pending  law- 
suits, so  that  we  can  make  sure  that  these  contracts  are  let,  prob- 
ably not  the  multi-million  dollar  type  projects — smaller  jobs,  sur- 
face, resurfacing  projects,  short  sewer  water-pipe  connection  re- 
pairs, et  cetera,  rehabilitation,  again,  whether  it  is  in  a  rural  area 
or  in  an  urban  setting,  but  things  that  will  be  short  term  in  nature, 
that  will  create  jobs  and  at  the  same  time  we  will  have  some  long- 
term  benefits — because  if  you  do  the  pothole  job  and  you  do  it  cor- 
rectly, we  still  have  long-term  benefits  in  terms  of  productivity 
yield  from  that  investment.  So  it  seems  to  me  we  can  do  something, 
but  I  don't  want  to — I  experienced  when  I  was  Mayor  of  San  Jose 
watching  what  New  York  went  through,  and  what  I  call  the  "Beam 
shuffle,"  I  think  it  was  referred  to  as  the  Beam  shuffle.  I  don't 
think  we  want  to  go  through  that  again,  so  I  think  there  has  to 
be  some  kind  of  maintenance  of  effort,  but  at  the  same  time,  block 
grants,  make  it  easier  for  localities  to  say,  yeah,  I  want  the  money 
out  there  for  these  kind  of  projects  and  also  make  sure  that  they 
aren't  substituting  their  dollars. 

You  were  about  to  comment.  Dr.  Holtz-Eakin. 

Dr.  Holtz-Eakin.  I  think  I  would  like  to  put  some  perspective 
on  the  observations  that  have  been  made.  A  lot  of  the  discussion 
is  focused  on  the  nature  of  forecasts,  and  we  know  how  tenuous 
those  forecasts  can  be.  I  think  it  is  useful  to  remind  everybody  that 
if  you  look  at  past  recoveries  in  the  United  States  and  most  West- 
em  economies,  they  are  t3^ically,  investment-led  recoveries,  not 
consumption  led. 

Consumer  spending  is  a  big  fraction  of  our  economy,  but  doesn't 
change  enough  to  typically  pull  us  out  of  recession. 

The  Chair.  Isn't  this  investment? 
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Dr.  Holtz-Eakin.  The  second  point  is  that  you  want  to  have  a 
recovery  that  is  investment-led,  to  have  the  best  beneficial  long-run 
effects;  you  would  want  to  pick  the  most  productive  investments. 
And  the  point  I  tried  to  stress  in  my  oral  remarks,  and  the  things 
I  have  studied  in  my  written  remarks  suggest  that  however  attrac- 
tive infi-astructure  investments  might  be  at  some  conceptual  level, 
and  I  think  the  attraction  is  very  real,  when  you  look  at  the  num- 
bers, private  investments  by  small  firms,  large  corporations  in  the 
U.S.  dominate  the  tj^Dical  infi*astructure  investment.  This  need  not 
always  be  true,  but  fi*om  a  national  perspective  that  seems  to  be 
the  way  they  stack  up.  This  suggests  that  if  you  have  to 
prioritize — 

The  Chair.  If  we  can  use  public  dollars  to  leverage  on  the  private 
side  as  well — let's  say  if  we  do  a  project  that  improves  the  down- 
town streets — Will  a  Turner  Construction  Company  in  New  York 
decide,  yes,  I  am  going  to  build  a  building,  or  if  we  put  money  into 
extension  of  a  transit  line,  will  that  create  apartment  houses  or 
other  retail  and  commercial  buildings  around  that  subway  stop? 

Dr.  Holtz-Eakin.  I  would  like  to  say  three  things  about  that 
very  quickly.  The  first  is,  I  think  that  is  exactly  the  right  way  to 
think  about  the  question.  In  doing  so,  you  have  to  be  careful  that 
a  lot  of  those  perceived  benefits  aren't  just  relocations. 

You  have  heard  a  lot  of  talk  today  about  firms  skipping  State  to 
State.  From  a  national  perspective,  we  gain  nothing  from  reloca- 
tions. You  would  like  projects  that  provide  additional  benefits  to 
the  Nation  as  a  whole.  They  are  difficult  to  identify  in  the  sense 
that  a  lot  of  careful  work  has  to  be  done — and  I  would  just  urge 
everyone  involved  in  the  policy  process  to  rely  on  the  experts  in  the 
field,  to  really  identify  the  key  projects. 

From  a  stimulus  point  of  view,  that  is  very  time  consuming — and 
I  suggest  while  those  are  worthwhile  projects,  you  would  have  to 
worry  a  little  bit  about  getting  them  on  track  fast  enough  to  be  the 
kinds  of  projects  to  spend  our  money  on. 

Mr.  COLETTI.  Mr.  Chairman,  if  I  could,  I  fully  agree  with  what 
you  said  about  targeting  the  small  projects  that  would  provide  re- 
habilitation, because  I  think  during  the  conversation  and  the  testi- 
mony today,  I  heard  some  confusion  over  new  infrastructure  sys- 
tems, and  I  don't  think  that  anyone  is  looking  to  develop  brand 
new  systems.  I  think  there  should  be  a  concentration  on  what  we 
already  have  in  order  to  build  those  support  mechanisms. 

I  have  to  disagree  with  what  my  colleague  just  said  about  busi- 
ness relocations.  On  the  front  page  of  last  week's  Crain's  New  York 
Business  was  the  largest  publishing  company  in  New  York  sa5dng 
it  was  moving  to  another  State  because  of  the  crumbling  infrastruc- 
ture. Now,  whether  or  not  they  stay,  if  we  have  the  capability  of 
fixing  that  infrastructure  problem,  and  in  an  independent  judg- 
ment that  firm  leaves,  we  now  have  a  tool  to  recruit  another  firm. 
Without  fixing  that  infrastructure,  we  are  not  going  to  have  the 
ability  to  recruit  anyone,  and  we  have  just  got  another  desolate 
building.  So  I  think  the  argument  that,  well,  if  it  is  going  to  go  to 
projects  that  move  from  one  State  to  another,  that  isn't  necessarily 
the  kind  of  investment  we  want  to  focus  on,  I  am  not  sure  I  would 
agree  with  that. 
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There  are  many  factors  in  why  businesses  make  a  determination 
whether  they  are  going  to  be  in  one  particular  location  or  another, 
but  it  doesn't  obviate  the  necessity  to  deal  with  the  crumbling  in- 
frastructure problem. 

The  Chair.  Also,  if  I  might.  Dr.  Hunter,  I  would  like  to  ask  you 
about  your  statement  on  page  18.  If  Congress  decides  on  efficiency 
grounds  that  more  spending  on  infrastructure  is  required  imme- 
diately than  is  available  in  the  trust  funds,  it  should  reallocate  cur- 
rent spending  away  from  consumption,  and  into  new,  well-thought- 
out  projects,  as  suggested  by  the  incoming  Clinton  administration. 
Could  I  ask,  what  is  your  thought  there,  because  I  usually  think 
of  our  trust  fund  dollars  going  mostly  into  capital  investment  type 
of  projects? 

Dr.  Hunter.  Perhaps  I  wasn't  clear  in  making  that  statement. 
The  suggestion  was  not  that  you  reallocate  current  spending  from 
funds  coming  out  of  the  trust  fund,  but  in  the  overall  Federal  budg- 
et. This  is  an  ideal  opportunity,  given  the  magnitude  of  the  prob- 
lems, to  improve  spending  efficiency.  It  presents  this  committee,  in 
particular,  with  a  great  opportunity  to  work  with  an  incoming  ad- 
ministration which  appreciates  there  is  a  need  to  reprioritize  Fed- 
eral spending. 

We  have  an  enormous  Federal  budget  that  in  our  mind  is  bloated 
overall,  yet  certain  segments  within  that  budget  are  starved.  And 
what  I  was  trying  to  suggest  is  that  this  committee  has  a  unique 
opportunity.  In  other  words,  we  don't  have  to  emulate  a  situation 
that  pits  one  State  against  another  in  the  competition  for  private 
business.  We  shouldn't  have  to  pit  the  private  sector  against  the 
public  sector  in  competition  for  investment  capital. 

The  competition,  I  think,  that  needs  to  go  on — and  I  believe  you 
started  that  process  today — is  a  competition  within  the  Federal 
budget,  between  the  kinds  of  activities  that  this  committee  deals 
with,  if  prudently  chosen,  and  other  spending  in  the  Federal  budget 
that,  fi-ankly,  can  stand  to  be  pared  back  significantly. 

It  won't  be  easy.  It  will  be  a  struggle  of  monumental  magnitude, 
but  I  think  we  are  at  the  stage  where  that  is  what  we  need  to  do. 
I  think  we  have  the  opportunity  to  do  it  at  this  point  in  time. 

The  Chair.  I  want  to  get  that  two-and-a-half  cents  back  into  the 
Highway  Trust  Fund.  Right  now  it  is  committed  to  1996,  and  I 
would  like  to,  frankly,  for  the  fiscal  year  that  we  will  be  working 
on,  1994,  to  change  that,  to  be  able  to  bring  that  two-and-a-half 
cents  back  into  the  trust  fund. 

Dr.  Hunter.  It  is  an  ideal  time,  I  think,  to  find  offsetting  reduc- 
tions from  the  baseline,  mind  you,  not  real  reductions,  but  from  the 
baseline  that  could  be  reprioritized  and  for  you  to  claim  back  that 
two-and-a-half  cents.  I  think  that  would  be  a  very  good  start. 

Dr.  Eisner.  I  might  just  insist,  this  is  really  not  a  time  to  take 
money  away  from  other  places.  It  is  good  to  reduce  waste  but,  as 
Dr.  Faux  pointed  out,  reducing  government  expenditures  is  going 
to  take  away  jobs.  If  you  have  slack  resources,  you  want  to  make 
sure  they  are  used. 

One  of  the  Members  of  the  committee  spoke  about  limited  Fed- 
eral resources.  The  issue  is  not  Federal  resources.  The  issue  is  the 
Nation's  resources.  They  are  not  being  used  now.  It  is  the  task  of 
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the  Federal  Government  to  try  to  see  to  it  that  all  of  the  Nation's 
resources  are  used. 

We  talk  about  government  consumption.  I  have  often  been  puz- 
zled by  that  term.  The  government  doesn't  really  consume  much  of 
an5^hing  by  the  definition  of  consumption.  If  the  reference  is  to  re- 
duce people's  ability  to  consume  by  taking  away  their  social  secu- 
rity benefits  or  something  of  the  like,  I  doubt  that  is  wise. 

I  might  again  suggest,  I  shouldn't  try  to  pose  as  a  politician,  but 
one  way  to  kill  any  kind  of  program  for  public  investment  is  to  say 
we  are  going  to  invest  by  taxing  people  more,  by  taking  away  their 
social  security  or  the  like.  That  is  not  in  the  cards,  it  is  not  nec- 
essary, and  I  think  that  should  be  avoided. 

The  public  investment  should  stand  on  its  own  as  desirable,  one, 
to  give  jobs  now,  and,  two,  to  add  to  productivity  in  the  future.  And 
I  said  in  my  statement  earlier,  we  shouldn't  muddy  the  waters.  I 
am  afraid,  unfortunately,  we  are  so  much  the  victims  of  our  past 
prejudices  and  inherited  thinking  that  we  keep  doing  that. 

The  Chair.  In  a  speech  yesterday  at  the  Akron  Roundtable,  I 
said  I  wanted  to  make  two  banners,  one  to  hang  in  the  House  of 
Representatives  chambers  and  the  other  in  the  chambers  of  the 
U.S.  Senate.  It  would  simply  say:  "It  is  the  economy,  stupid." 

Dr.  Eisner.  Exactly. 

The  Chair.  Let  me  thank  all  of  you  to  take  the  time  to  be  before 
us.  I  know  as  the  development  of  this  package  of  whatever  we 
might  be  doing,  I  know  that  we  will  be  in  further  consultation  with 
all  of  you,  and  I  appreciate  the  time  that  you  have  been  with  us. 

Again,  I  want  to  thank  Congressman  Wise  and  Congresswoman 
Molinari  for  their  leadership  in  putting  this  hearing  together. 

Thank  you. 

Mr.  Wise.  We  want  to  thank  you,  Mr.  Chairman,  because  with- 
out you  there  is  no  hearing,  and  we  appreciate  the  support  we  have 
gotten  to  do  this. 

Let  me — Dr.  Eisner,  I  think  the  implication  of  your  position,  I 
just  want  to  make  sure  I  understand  it,  is  that  the  deficit  is  not 
in  and  of  itself  important  except  as  measured  by  what  proportion 
of  the  GNP  it  is.  Is  that  a  fair  statement? 

Dr.  Eisner.  Well,  that  is  partially  important,  yes.  We  have  to 
know  how  to  measure  it  in  relation  to  what,  as  we  did  with  any- 
thing else.  It  looks  like  a  huge  number.  The  first  way  to  measure 
it  is,  what  percentage  it  is  of  the  GNP.  The  second  thing  to  say  is, 
how  much  is  it  increasing  the  debt.  Is  it  increasing  the  debt  more 
than  GNP?  The  third  thing  to  look  at  is,  what  you  are  using  the 
deficit  for,  and  it  would  be  wise,  by  the  way,  to  have  a  capital 
budget  so  we  can  distinguish  between  those  expenditures  for  cur- 
rent needs  or  current  benefits  and  those  expenditures  of  the  gov- 
ernment that  are  going  to  investment.  And  I  hope  the  investment 
would  be  broadly  defined. 

Mr.  Wise.  In  that  regard,  then,  is  it  in  your  opinion  a  dubious 
exercise  to  be  involved  in  absolute  numbers  in  saying  that  by  such 
and  such  a  time,  Ross  Perot  I  think  predicted  that  the  budget 
would  be  balanced  in  four  years;  Governor  Clinton  during  the  cam- 
paign said  the  deficit  would  be  reduced  by  half  from  the  absolute 
numbers  that  now  I  am  hearing  the  figures  bandied  about  of  $145 
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billion  over  a  four-year  period.  Is  that  the  target  to  shoot  for,  what 
percentage  of  GNP,  or  how  fast  is  it  increasing? 

Dr.  Eisner.  The  real  target  would  be  to  have  that  deficit  which 
is  the  most  compatible  with  the  most  prosperous  economy.  I  would 
say  over  the  long  run,  probably  a  reasonable  rule  of  thumb  is  to 
keep  the  debt  GNP  ratio  growing  so  that  the  debt-GNP  rates  stay 
about  the  way  it  is.  That  is  a  rough  rule  of  thumb.  I  think  Presi- 
dent-elect Clinton  had  a  program  which  made  a  lot  of  sense  if  it 
were  looked  at,  in  that  his  deficit  reduction  projections,  it  is  fair 
to  say,  were  based  very  largely  on  the  economic  growth  of  the  econ- 
omy that  he  anticipated. 

And  that  is  the  way  it  should  be,  and  I  would  hope  he  would 
stick  to  a  program  that  involves  only  modest  deficit  reduction,  no 
more  than  he  anticipated  in  the  campaign,  over  and  above  the  defi- 
cit reduction  that  will  come  from  proper  growth. 

Mr.  Faux.  Could  I  just  add  something  to  that?  Mr.  Chairman, 
economic  growth  is  the  important  thing.  If  you  look  at  the  dif- 
ference between  deficit  projections  today  and  what  they  were  when 
President-elect  Clinton  made  his  promise  to  cut  the  deficit  in  half, 
you  find  that  most  of  the  difference,  most  of  the  worsening  of  the 
deficit,  is  because  of  slower  growth  projections.  That  tells  you  that 
the  deficit  is  largely  a  function  of  slow  growth. 

The  point  here  is  that  we  are  not  going  to  accelerate  growth  un- 
less we  make  those  investments.  The  private  sector,  quite  fi-ankly, 
is  not  investing  enough  to  employ  of  our-  people.  We  have  seen  that 
on  the  chart  that  you  gave.  Therefore,  it  makes  perfect  sense  for 
the  public  sector  at  this  point  to  be  investing  in  those  things  we 
need  anyway.  We  need  these  investments  anyway. 

And  this  is  precisely  the  time  to  do  it,  when  capital  markets  are 
slack.  The  idea  that,  well,  let  us  wait  for  these  public  investments 
until  the  economy  improves  is  really  nonsense.  First,  we  will  never 
get  there.  Second,  the  time  for  the  public  sector  to  be  borrowing 
money  for  long-term  investments,  which  is  perfectly  sensible,  is 
when  the  private  sector  is  not. 

And  the  private  sector  is  not  borrowing  now,  so  this  is  the  ideal 
time.  If  you  could  conceive  of  yourself  as  the  comptroller  of  a  cor- 
poration looking  at  its  long-term  investment  program,  one  of  the 
considerations  for  borrowing  investment  would  be,  are  the  financial 
market  conditions  right? 

Today,  the  financial  market  conditions  are  right  for  the  Federal 
Government  to  be  borrowing  to  be  making  its  long-term  invest- 
ments. If  we  wait  until  we  get  back  to  full  capacity,  then  you  will 
be  crowding  out. 

So  today  is  the  best  time  to  move. 

Mr.  COLETTI.  Mr.  Chairman,  if  I  can,  as  a  follow-up  to  that,  in 
terms  of  the  product  you  receive  as  a  result  of  the  recession,  we  did 
a  study  that  showed  that  New  York  City  projects  over  the  last  two 
years  were  being  built  as  a  price  reduction  of  an5nvhere  between 
15  and  40  percent  of  the  original  engineers'  cost  estimates.  So  in 
terms  of  before  we  were  talking  about  bigger  bang  for  the  buck, 
now  is  the  time  to  get  the  best  product  and  the  most  number  of 
projects  out  of  a  limited  amount  of  dollars. 

Dr.  Hunter.  Mr.  Chairman,  if  I  could  follow  up  on  the  question 
of  growth  and  go  back  to  what  Jeff  Faux  was  saying,  I  find  myself 
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in  surprising  agreement  with  much  of  what  Jeff  is  saying.  Probably 
where  we  disagree  is  on  the  details  of  how  we  would  generate  eco- 
nomic growth.  But  this  is  a  significant  point:  that  you  are  seeing 
broad  agreement  on  the  issue  of  growth. 

In  my  prepared  statement  I  suggested  there  are  two  potential  or- 
ganizing principles  that  economic  policy  can  be  organized  around. 
One  is  deficit  reduction,  and  we  tried  that  for  four  years.  It  was 
a  failure.  It  was  a  political  failure  and  it  was  an  economic  failure. 

The  other  is  economic  growth.  And  I  believe  Robert  Kuttner 
pointed  out  recently  that  the  paradox  of  deficits  is  the  more  you  try 
to  target  them  directly,  the  more  elusive  the  goal  becomes.  So  I 
think  Jeff  is  right  on  the  mark.  If  we  keep  our  eye  on  growth,  if 
the  organizing  principle  of  economic  policy  is  growth,  then  deficits 
will  not  magically  cure  themselves,  but  they  will  come  under  more 
control. 

It  is  sort  of  like  safety.  You  don't  make  safety  the  organizing 
principle  of  your  life,  otherwise  you  wouldn't  go  out  of  the  house. 
It  is  merely  a  constraint  to  your  actions.  As  long  as  it  is  a  con- 
straint, you  can  be  productive  and  lead  a  happy  life. 

The  problem  is  making  sure  that  it  remains  a  constraint  on  Con- 
gress once  we  come  to  the  conclusion  that  growth,  not  deficits,  is 
the  organizing  principle. 

Mr.  Wise.  Dr.  Hunter,  I  think  you  should  know  during  your  re- 
marks, my  full  committee  chairman  turned  to  me  and  said.  Wise, 
that  is  your  job  now. 

Dr.  Hunter,  continuing  in  that  vein,  in  terms  of  unemployment 
for  the  next  year,  do  you  project  that  the  figures  are  going  to  re- 
main just  about  the  same  as  what  we  are  seeing  over  here,  7  to 
7.5  percent? 

Dr.  Hunter.  Yes,  we  have  unemplo5rment  sitting  at  about  7.4 
percent. 

Mr.  Wise.  That  is  for  the  next  year? 

Dr.  Hunter.  Yes. 

Mr.  Wise.  Is  there  general  concurrence  on  that  amongst  of  econo- 
mists? 

Dr.  Faux.  Give  or  take  a  tenth  here  or  there,  yes. 

Mr.  Eisner.  I  said  the  0MB  in  its  forecast  of  the  deficit  used  the 
blue  chip  forecaster  figure  of  7.2  percent  for  1993.  And  I  go  back 
to  Jeff  Faux's  wise  remark.  The  question  is  what  risk  you  are  going 
to  run,  and  none  of  us  will  guarantee  you  what  the  figure  is  going 
to  be,  but  there  is  no  reason  to  think  the  figure  is  going  to  be  lower 
this  time. 

Mr.  Wise.  So  on  a — continuing  along  this  direction,  then  we  are 
going  to  run  about  7,  7.5  percent,  which  doesn't  hold  a  lot  of  hope 
out  to  a  lot  of  people.  The  question  then  becomes  what  is  necessary 
to  begin  to  move  that. 

Dr.  Hunter,  I  might  turn  to  you  but  then  others  as  well — actu- 
ally, let  me  throw  this  open  to  anyone.  The  statement  has  been 
made,  all  right,  the  general  proposal  has  been  perhaps  $20  billion 
a  year  in  an  economic  stimulus  package  over  a  several  year  period, 
and  some  have  said,  well,  $20  billion  a  year  in  relation  to  a  $6  tril- 
lion economy  really  doesn't  have  much  impact,  you  get  a  lot  more 
bang  for  the  buck  simply  by  the  fact  that  there  is  I  believe  $130 


80 

billion  plus  from  refinancing  homes,  and  that  has  put  money  into 
people's  pockets. 

Would  anyone  care  to  comment  on  whether  you  should  look  at 
a  $20  billion  a  year  investment  as  simply  $20  billion  a  year,  or 
whether  there  is  a  multiple  effect  to  that?  Who  wants  to  jump  in? 

Dr.  Eisner.  There  is  some  multiple  effect.  I  would  say  the  $20 
billion  is  not  tremendous,  but  you  can  create  a  significant  number 
of  jobs.  You  can  quickly  estimate  it.  Just  roughly,  if  the — assuming 
from  that  initial  $20  billion  you  have  another  $20  billion,  you  have 
that  much  more.  As  I  indicated  in  my  prepared  statement,  I  think 
we  should  have — assume  a  broader  stimulus  package  than  that 
which  would  include  special  incentives  to  purchase  new  houses  and 
private  investment.  I  would  not  shrug  off  the  $20  billion.  But  I 
think  it  is  not  enough. 

Mr.  Faux.  I  think  the  $20  billion  needs  to  be  seen  as  part  of  a 
package.  I  don't  think  anyone  would  say  we  are  going  to  cure  our 
growth  problems  simply  with  a  public  infrastructure  investment 
program.  But  clearly  it  has  got  to  be  part  of  it.  Not  only  do  you 
get  a  multiplier  on  the  demand  side;  I  think  it  is  clear  you  get  a 
supply  side  effect  with  productivity.  There  is  some  disagreement 
here  on  how  much  it  is,  but  certainly  you  get  more  than  zero. 

And  finally  I  think  you  get  an  increase  in  consumer  confidence. 
It  has  been  talked  about  several  times  in  several  different  ways 
here,  but  seeing  things  move  finally,  seeing  projects  going,  seeing 
a  sense  that  people  are  back  to  work  again,  has  its  own  multiplier. 
It  is  not  a  silver  bullet  that  is  going  to  cure  all  our  problems,  but 
certainly  it  has  got  to  be  part  of  the  package. 

Dr.  Holtz-Eakin.  I  would  like  to  comment  on  that  as  well.  I 
think  you  really  want  to  avoid  thinking  about  this  as  a  short-term 
problem.  I  think  there  is  a  consensus  here  that  this  is  a  long-term 
problem.  And  asking  yourself  the  question  about  whether  $20  bil- 
lion over  the  next  five  years  is  the  right  number  is  really  the  wrong 
way  to  ask  it.  ISTEA  has  been  funded  over  the  last  five  years,  and 
as  has  been  pointed  out,  we  saw  very  little  out  of  it. 

The  problem  is  long-term  productivity  growth;  the  problem  is  in- 
adequate investment  in  the  United  States.  To  solve  the  long-term 
problem,  we  have  to  consume  less  and  save  more.  When  we  do 
that,  we  have  to  put  the  savings  in  the  most  productive  locations. 
There  is  a  lot  of  disagreement  on  where  those  locations  are. 

I  would  just  like  to  point  out  that  businesses  aren't  investing  and 
that  is  part  of  the  problem,  too.  You  can't  look  at  this  as  one-sided. 
If  the  public  investment  does  induce  private  business  investment, 
that  is  good.  But  that  is  not  the  only  way  to  do  that.  So  if  you  want 
to  look  at  stimulus  packages  that  are  also  consistent  with  long- 
term  growth,  you  have  to  start  with  private  business.  On  average 
private  investment  is  more  productive  than  public  investments.  If 
you  get  to  some  valuable  public  projects,  I  have  no  disagreement 
with  that.  But  let's  start  with  the  most  important  thing. 

Dr.  Hunter.  I  wholeheartedly  agree.  I  would  return  to  the  basic 
proposition  that  the  real  income  of  the  average  worker  is  ulti- 
mately dependent  upon  the  capital  labor  ratio.  If  you  look  at  data 
since  the  mid-1950s  there  is  a  very  close  and  tight  relationship  be- 
tween the  variation  in  real  wage  rates  and  the  capital-labor  ratio. 
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So  in  the  long  run  to  get  real  wages  up,  we  are  going  to  have  to 
increase  that  ratio  again  primarily  in  the  private  sector. 

Jobs  and  real  wages  are  somewhat  like  the  deficit  in  that  the 
more  you  go  directly  at  them,  the  more  elusive  they  become  some- 
times. Small  changes  in  the  tax  on  capital  have  dramatic  changes 
on  the  behavior  of  investment  patterns.  And  ultimately  those  in- 
vestment patterns  are  going  to  determine  whether  or  not  jobs  are 
created. 

Finally,  the  one  thing  we  haven't  touched  upon,  although  some- 
one alluded  to  the  issue  of  continuing  layoffs,  I  agree  we  will  con- 
tinue to  see  the  same  type  of  layoffs  we  have  seen  for  the  last  dec- 
ade. Layoffs  will  continue  as  large  companies  continue  to  restruc- 
ture. 

The  difference  this  time  around  is  while  we  had  that  restructur- 
ing throughout  the  1980s,  we  had  a  dynamic  economy  in  which 
small  business,  including  very  small  businesses,  created  an  enor- 
mous number  of  jobs.  That  is  what  is  lacking  this  time.  Part  of  the 
reason  we  don't  have  this  vibrant  entrepreneurial  activity  is  the 
tax  rate  on  capital. 

Another  large  component  I  alluded  to  is  the  credit  crunch  on 
small  businesses.  I  think  we  now  have  a  perspective  on  the  credit 
cnmch,  which  is  continuing.  It  is  very  difficult  if  not  impossible  for 
many  small  business  people  to  get  the  kind  of  credit  they  need  to 
begin  a  business  and  to  expand  a  business. 

Dr.  Eisner.  I  tried  to  point  out  that  real  wages  depend  not  only 
on  private  capital  but  public  capital  and  education,  on  research.  Dr. 
Holtz-Egikin  had  a  paper  I  saw  two  or  three  years  ago  in  which  he 
estimated  what  we  call  the  production  function.  He  foiuid  a  nega- 
tive return  to  private  capital.  I  don't  believe  that,  and  I  don't  think 
he  does  either. 

But  let's  not  forget  then  that  what  makes  a  worker  productive 
is  how  smart  he  is,  how  trained  he  is,  how  educated  he  is  and  what 
he  has  to  work  with.  A  trucker  can  get  higher  real  wages  if  he  can 
deliver  his  load  more  quickly  on  better  highways.  And  that  follows 
quite  generally. 

Mr.  Wise.  I  think  what  all  of  you  are  saying,  what  I  hear  is  some 
common  threads  and  some  disparities  too,  but  one  of  the  common 
threads  is  the  need  to  look  at  this  as — well,  it  is  being  billed  as  a 
short-term  economic  stimulus.  It  really  has  to  be  part  of  a  long- 
term  plan.  Certainly  my  approach  is  that  jobs  are  important.  But 
the  jobs,  once  they  are  finished,  must  have  5d elded  something  that 
results  in  the  public  good,  must  have  5rieldedj  an  investment,  some- 
thing tangible,  whether  it  be  a  road  that  is  renovated,  whether  it 
is  a  school  building  that  has  been  built,  whether  it  is  an  airport 
that  has  been  extended,  something  that  actually  adds  to  the 
public's  infrastructure. 

And  so  perhaps  for  purposes  of  discussion  in  the  future,  we  have 
got  to  separate  out  and  make  sure  this  is  not  talk  of  a  short-term 
package,  but  recognition  that  a  long-term  package  has  to  be  rolled 
into  that.  That  is  I  think  crucial. 

The  other  thing  that  is  very  important  to  me  is  the  idea  that 
some  of  you  put  forward  in  this  discussion,  distinguish  between 
consumption  and  investment.  I  would  like  to  invite  you  all  back  for 
the  capital  investment  or  capital  budgeting  hearings  we  hope  to 
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hold  as  this  subcommittee  seeks  to  identify  means  of  financing  in- 
frastructure. 

I  think  it  is  crazy  the  way  we  are  going  about  it  right  now,  but 
that  is  a  subject  for  another  day.  I  turn  to  Mr.  Shuster. 

Mr.  Shuster.  Thank  you  very  much,  Mr.  Chairman.  Dr.  Hunter, 
I  think  before  you  got  here  today,  I,  in  an  earher  statement,  em- 
phasized my  behef  that  our  focus  should  really  be  on  rebuilding  the 
necessary  infrastructure  and  the  long-term  implications  of  that  as 
opposed  to  any  short-term  stimulus  simply  being  a  by-product  of 
the  longer  term  effort.  In  regard  to  that,  the  question  was  asked, 
how  do  we  pay  for  this,  and  somebody  on  the  panel  recommended 
the  gas  tax  as  a  way  of  doing  this. 

And  I  have  great  difficulty  with  that.  First  of  all,  if  we  are  going 
to  have  a  $20  billion  program  and  we  are  going  to  raise  a  gas  tax 
to  raise  $20  billion,  we  are  going  to  take  $20  billion  out  of  the  pock- 
ets of  the  American  people  to  pay  for  a  $20  billion  infi*astructure, 
I  am  not  sure  I  luiderstand  what  the  net  economic  stimulus  is. 

Beyond  that,  we  are  talking  about  a  very  regressive  tax.  Beyond 
that,  we  are  talking  about  a  tax  that  is  very  unfair  to  rural  Amer- 
ica, because  the  average  person  in  rural  America  drives  three  times 
as  many  miles  as  the  average  city  person,  plus  the  person  in  rural 
America  doesn't  have  public  transportation — a  $7  billion  metro  sys- 
tem as  we  have  here  in  Washington,  and  of  course  you  understand, 
when  we  spend  $7  biUion  in  Washington,  D.C.,  that  is  good  govern- 
ment, but  if  we  spend  that  money  out  in  rural  America,  that  is 
pork  barrel.  So  there  is  fundamental  difference  there  as  well. 

In  fact,  something  like  65  percent  of  all  transportation  is  work- 
related,  and  therefore  increasing  the  gas  tax  becomes  a  cost  of  pro- 
duction. So  you  take  all  of  these  things  I  have  just  run  through 
here,  this  litany,  and  it  brings  me  to  the  question,  why  is  it  a  good 
idea  to  raise  the  gas  tax  to  reduce  the  deficit? 

Dr.  Eisner.  I  think  it  is  a  terrible  idea  to  raise  it  to  reduce  the 
deficit.  You  might  well  raise  it  to  finance  reductions  of  other  taxes, 
which  would  partly  meet  your  concern.  If  you  reduce  payroll  taxes, 
people  traveling  to  work  at  least  would  have  that  corresponding  re- 
duction. The  argument,  of  course,  for  taxing  gasoline  is  that  there 
are  what  we  call  external  costs,  whether  it  is  to  protect  our  invest- 
ments in  oil  supplies  fi"om  the  Middle  East  or  for  environmental 
protection  and  the  like. 

But  to  raise  taxes  to  reduce  the  deficit  is  just  going  to  slow  down 
the  economy,  and  as  you  say,  as  you  indicate,  you  will  to  a  consid- 
erable extent  simply  wipe  out  the  positive  effects  of  the  $20  billion 
spending  by  taking  income  away  from  people,  and  they  will  be  able 
to  spend  less,  as  people  seem  to  forget. 

Mr.  Shuster.  Any  other  comments? 

Mr.  Faux.  If  I  could  just  make  one.  I  think  it  is  important,  as 
we  look  at  the  problem  over  the  long  term,  to  recognize  there  is 
nothing  wrong,  as  a  matter  of  fact  there  is  a  benefit,  with  the  gov- 
ernment borrowing  money  for  long-term  investment  just  as  a  cor- 
poration does,  just  as  a  business  does,  just  as  anyone  does. 

Unless  you  are  doing  that  when  you  have  imemployed  resources, 
you  are  not  getting  the  stimulus.  And  it  goes  to  the  comment  you 
just  made. 
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Mr.  Shuster.  What  about  the  other  side  of  that?  If  it  is  right  to 
borrow  money  for  long-term  investment,  and  I  understand  that, 
then  is  it  equally  wrong  to  borrow  money  for  short-term  consump- 
tion expenditure,  public? 

Mr.  Faux.  Yes,  I  think  we  should  be  operating  in  general  at  a 
balance  on  the  operating  side,  and  be  willing  to  run  a  deficit  for 
long-term  investments.  But  the  point  that  you  made  I  think  is  very 
important.  We  ought  to  stress  it.  As  long  as  we  are  operating  below 
full  employment,  if  you  finance  investment  by  taking  $20  billion 
from  here,  taking  it  out  of  the  economy,  and  then  putting  it  back 
into  the  economy,  as  Dr.  Eisner  says,  you  get  no  stimulus  and  you 
are  right  back  where  you  started  from. 

Dr.  Holtz-Eakin.  I  would  like  to  pick  up  on  that.  I  think  you 
have  to  be  just  a  little  more  skeptical  than  has  been  laid  out  so  far. 
If  you  borrow  $20  billion,  or  any  number  that  you  care  to  choose, 
you  have  to  rely  on  your  Federal  Reserve  not  to  have  interest  rates 
rise  and  choke  off  a  very  important  economic  activity  like  private 
investment. 

The  Federal  Reserve  has  pushed  as  hard  as  it  can  over  the  last 
several  years  to  lower  interest  rates.  Despite  that,  long-term  inter- 
est rates  are  not  in  fact  very  low;  an  indication  that  capital  is  not 
particularly  plentiful,  in  fact  is  relatively  scarce.  All  that  suggests 
that  borrowing  will  in  fact  knock  out  some  other  activities  that  we 
value  highly,  and  you  ought  to  count  these  costs  as  part  of  your  cal- 
culation. 

Dr.  Eisner.  I  would  differ  with  some  of  that.  In  the  current  situ- 
ation there  is  little  evidence  that  more  borrowing  will  raise  interest 
rates,  although  I  agree  that  you  should  expect  the  Federal  Reserve 
to  cooperate,  and  that  is  something  we  haven't  touched  on.  I  hope 
the  Congress  and  the  administration 

Mr.  Shuster.  Alan  Greenspan  has  already  said  he  will  cooper- 
ate. 

Dr.  Eisner.  I  don't  think  the  Fed  has  been  sufficiently  accommo- 
dating over  the  recent  years. 

Mr.  Shuster.  Dr.  Hunter? 

Dr.  Hunter.  Not  only  do  you  have  an  economic  question,  you 
have  a  political  problem.  While  I  would  go  90  percent  of  the  way 
in  agreeing  with  the  specific  comments  that  have  been  made  about 
increasing  the  deficit  today,  once  Congress  goes  down  that  path, 
once  Congress  agrees  that  we  are  going  to  have  to  increase  the  def- 
icit, it  becomes  a  political  problem. 

I  referred  earlier  to  the  problem  of  constraints.  I  think  the  nice 
situation  you  find  yourself  in  is  you  don't  have  to  confront  that 
issue,  because  any  way  you  go,  you  are  going  to  have  to  take  re- 
sources from  one  place  to  reallocate  them  if  you  are  going  to  in- 
crease infrastructure  spending. 

You  are  going  to  have  to  borrow  funds  and  take  them  out  of  the 
credit  market.  Or  you  are  going  to  have  to  tax  them  and  take  them 
out  of  people's  productive  income.  What  you  are  going  to  do  is  to 
reallocate  them  out  of  other  areas  in  the  budget.  Out  of  those 
three,  the  least  economically  damaging  and  the  safest  political 
route  is  clearly  to  reallocate  money  from  other  portions  of  the  fed- 
eral budget. 

Mr.  Shuster.  You  said  it  is  the  safest  political  route? 


84 

Dr.  Hunter.  For  the  country.  Perhaps  not  for  individual  Mem- 
bers of  Congress. 

Ms.  MOLINARI.  That  is  an  important  clarification. 

Dr.  Eisner.  That  is  also  the  worst  economic  route.  He  said  you 
have  to  take  resources.  The  fundamental  point  that  I  and  so  many 
others  have  been  trjdng  to  tell  you  is  we  have  idle  resources  now. 
We  heard  about  the  building  trades,  we  heard  about  idle  construc- 
tion crews.  You  have  to  look  at  real  resources.  If  we  did  have  full 
employment,  then  there  would  be  a  real  question,  what  resources 
are  you  going  to  take  from? 

But  you  don't  have  to  tell  people  to  consume  less  now  in  order 
to  have  more  investment.  They  can  consume  more  and  invest  more. 
The  only  way  is  to  get  full  utilization  for  your  resources.  Then  vou 
have  a  problem  of  what  else  you  have  to  cut,  and  it  would  be  bad 
politics  to  tell  people  to  tighten  their  belts  now,  and  it  is  bad  eco- 
nomics. 

Dr.  Holtz-Eakin.  That  analysis  is  one  which  is  fundamentally 
oriented  to  very  short-term  decision  making.  Public  investments 
are  long-term  decisions.  They  ought  to  be  ts^en  from  a  long-term 
perspective.  And  you  ought  to  consider  in  the  long  term  how  you 
are  shifting  resources  from  one  sector  of  the  economy  to  another. 
I  think  he  is  exactly  right  in  the  decision  making. 

Mr.  Faux.  A  famous  economist  once  said,  in  the  long  term  we  are 
all  dead.  The  fact  is  we  have  been  told  not  to  do  anything  in  the 
short  term  for  years  now.  Meanwhile  because  we  haven't  responded 
to  the  short-term  problem,  our  longer  term  problem  becomes  worse. 
Let  me  give  you  one  brief  example. 

Because  we  have  low  economic  growth,  when  profits  are  not  up, 
when  companies  feels  their  backs  are  against  the  wall,  the  first 
thing  that  goes  is  their  long-term  investment  in  research  and  de- 
velopment. So  because  we  have  got  a  short-term  problem,  because 
we  have  got  high  unemployment,  sales  are  low,  growth  is  low,  the 
private  sector  is  not  investing  in  the  long  term.  You  just  can't  ad- 
dress these  things  as  if  the  long  term  starts  in  January  1995  and 
the  short  term  is  now.  We  are  in  the  long  term  right  now.  And  it 
is  not  such  a  great  place  to  be. 

Mr.  COLETTI.  If  I  may,  there  is  an  old  saying  that  says,  when  you 
are  unemployed,  there  is  a  recession,  when  I  am  unemployed,  there 
is  a  depression.  This  discussion  on  short  and  long  term,  it  is  obvi- 
ous there  is  a  need  to  do  something  short  term.  I  don't  think  that 
mitigates  the  requirement  to  approach  this  on  a  long-term  basis 
and  take  a  look  on  how  we  are  going  to  finance  the  capital  budget. 

And  if  that  requires  an  increase  in  the  deficit  when  we  begin  to 
weigh  those  factors  as  to  what  is  more  important,  I  respectfully 
suggest  to  you  that  it  is  more  important  to  provide  Americans  in 
this  country  the  ability  to  find  a  iob,  have  some  dignity,  pay  the 
mortgage  and  send  their  kids  to  college  and  have  some  hope  for  the 
future. 

Dr.  Holtz-Eakin.  Let  me  say  what  I  hope  are  my  last  words  on 
the  topic.  All  of  the  arguments  about  doing  something  in  the  short 
term,  whatever  their  merit,  have  nothing  particularly  to  do  with 
public  infrastructure.  The  need  to  move  on  the  short  term  is  not 
necessarily  a  need  to  move  in  this  dimension.  There  are  lots  of 
ways  to  help  people  in  the  short  term. 
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These  investment  decisions  will  be  with  us  for  a  long,  long  time. 
There  are  120  year  old  brick  sewers  still  in  Brookl)^!.  Let's  make 
these  decisions  on  a  sound  basis,  on  a  long-term  perspective  or  we 
will  waste  scarce  capital  on  this  economy. 

Mr.  Shuster.  Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Ms.  Molinari. 

Ms.  Molinari.  Relative  to  the  discussion  that  just  took  place  re- 
garding the  ability  to  not  take  resources  from  one  pot  to  another 
but  rather  to  restimulate  the  economy,  I  am  a  little  confused.  I  ask 
the  economists  in  particular  to  bear  with  me  because  I  am  probably 
going  to  use  the  wrong  phraseology. 

If  we  are  going  to  increase  the  deficit  in  the  short  term,  are  we 
not  reducing  resources  by  virtue  of  the  interest  we  have  to  pay  on 
the  debt?  Are  we  not  taking  money  out  of  circulation? 

Dr.  Eisner.  No,  that  is  only  by  your  own  constraint.  I  am  de- 
lighted to  have  that  question  asked. 

Ms.  Molinari.  Thank  God.  I  was  afraid  to  ask  it. 

Dr.  Eisner.  Everybody  asks  it.  But  the  fact  you  have  to  remem- 
ber is,  if  you  pay  interest,  you  are  giving  people  money.  If  you — 
if  you  tax  them  in  order  to  get  the  interest,  then  you  take  it  away. 
But  that  is  essentially  a  wash.  When  I  talk  about  resources,  and 
I  urge  you  to  look  at  it,  look  at  the  real  resources,  the  capital,  the 
labor,  the  land  that  we  have  to  produce. 

In  the  current  situation,  we  have  idle  resources.  So  there  is  no 
reason  to  say,  well,  we  have  to  get  people  to  consume  less,  for  ex- 
ample, to  buy  fewer  automobiles  so  that  we  have  the  resources  to 
build  more  highways.  That  doesn't  make  sense. 

If  we  are  using  all  of  our  resources,  then  we  face  these  very  seri- 
ous long-run  problems  that  Dr.  Holtz-Eakin  is  referring  to.  Should 
we  be  spending  more  on  highways  or  should  we  be  spending  more 
on  something  else.  At  the  moment  we  could  spend  more  on  all  of 
them.  That  is  not  an  argument  to  spend  something  on  what  is 
worthless.  But  we  don't  have  to  sacrifice  one  thing  to  get  another. 

Ms.  Molinari.  Let  me  now  just  ask  you  two,  Dr.  Eisner,  Mr. 
Faux,  to  address  a  statement  that  Dr.  Holtz-Ealdn  made  that  by 
choosing  to  go  the  short  term  stimulus  in  the  infrastructure,  it  is 
a  transitory  benefit  that  once  those  roads  and  bridges  are  con- 
structed, that  we  then  find  ourselves  in  the  same  predicament. 
How  do  you  respond  to  that? 

Mr.  Faux.  That  is  only  true  if  you  think  you  are  getting  nothing 
for  the  money.  And  you  don't  need  to  be  an  economist  to  think 
about  it  like  this.  Think  about  the  automobile  industry.  Would 
there  be  an  automobile  industry  without  highways?  Well,  no,  of 
course  there  wouldn't.  If  you  walk  down  the  street  of  any  city,  and 
I  suspect  many  rural  areas,  and  just  observe  around  you  what  was 
put  there  by  the  public  sector  so  that  the  private  sector  could  ex- 
pand and  be  productive,  you  would  find  that  about  one-third  of  the 
capital  of  this  country  essentially  is  public  capital. 

It  is  not  a  question  of  should  we  do  it  in  the  private  or  public 
sector.  Both  are  necessary  to  be  the  foundation  for  a  prosperous 
economy,  and  it  was  always  that  way. 

Let  me  say  a  word  about  the  word,  "pork."  It  is  something  that 
always  comes  up.  Of  course  we  are  all  against  waste.  But  let's  say 
we  are  not  any  more  efficient  today  in  investing  in  public  capital 
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than  we  were  50  years  ago.  We  were  not  so  efficient  50  years  ago 
when  we  did  all  those  jewels  of  New  York  City  that  was  mentioned. 
We  weren't  all  that  efficient  when  we  did  subways  and  bridges  and 
the  things  that  made  America  productive.  This  is  not  £in  argument 
for  inefficiency.  But  it  is  an  argument  for  a  little  perspective. 

Yes,  there  is  waste,  and  we  should  get  rid  of  it  as  much  as  pos- 
sible. But  we  should  not  let  that  fact  paralyze  us  from  doing  what 
we  need  to  do.  You  know,  today's  pork  barrel  politician  will  be  to- 
morrow's statesman. 

Ms.  MOLINARI.  Here,  here. 

Dr.  Holtz-Eakin.  As  I  hope  I  made  clear  in  my  own  remarks  but 
I  may  have  failed,  the  reason  I  got  into  this  was  exactly  that  argu- 
ment. That  makes  a  lot  of  sense.  You  don't  have  to  be  an  economist 
to  figure  it  out.  It  may  be  a  miracle  that  an  economist  did  figure 
it  out.  We  don't  know.  That  is  what  got  me  into  the  research. 

And  only  by  looking  at  the  difference  between  what  happened 
historically  and  is  likely  to  happen  in  the  future  do  you  find  the 
difference  between  the  two  of  us.  It  is  true,  the  interstate  highway 
system  was  an  enormously  productive  investment.  Do  we  need  an- 
other? No.  Do  we  build  another  and  get  much  productivity  from  it? 
Very  unlikely. 

So  if  you  look  at  the  numbers,  while  both  infrastructure  and 
other  kinds  of  investments  are  essential  to  a  modem  functioning 
economy,  infrastructure  is  the  less  productive  way  to  go. 

Even  if  productivity  is  not  zero,  academic  research  is  hard  and 
there  is  some  uncertainty.  The  uncertainty  that  appears  the  small- 
est here  is  that  other  kinds  of  investments  are  more  productive. 
That  is  not  a  conceptual  disagreement.  It  is  a  disagreement  about 
the  numbers. 

Ms.  MOLINARI.  Such  as? 

Dr.  Holtz-Eakin.  American  firms  are  not  investing,  you  have 
heard  that  before.  We  can  try  to  decide  why,  but  we  know  if  they 
invest,  they  will  be  very  productive  investments.  Human  capital  in- 
vestments, making  our  workers  more  skilled,  absolutely,  those  are 
good  investments. 

Mr.  Wise.  If  you  will  yield  just  a  second,  I  think  that  is  a  very 
important  point.  I  am  going  to  fly,  I  assume,  in  the  face  of  Dr.  Hun- 
ter's statement,  his  prepared  statement  and  others,  but  the  basic 
question  is  why  isn't  that  investment  being  made  by  the  private 
sector  today? 

We  can  talk  about  regulation,  interest  rates  are  at  an  all  time 
low,  I  don't  think  there  is  a  problem  with  capacity  of  capital.  It  is 
not  as  though  there  is  a  great  crowding-out  going  on.  The  fact  is 
that  there  is  more  capital  out  there  than  can  be  dealt  with  at  this 
point. 

Three  percent  interest  rates,  for  instance,  refinancing  going  on 
hand  over  fist.  It  would  seem  to  me  that  this  would  be  a  perfect 
time  for  that  investment  to  be  coming  in,  that  private  investment, 
yet  it  is  not  being  made.  The  Feds  kept  things  low  for  a  period  of 
time.  So  is  it  perhaps  in  the  absence  of  public  investment,  is  there 
perhaps  some  public  investment  that.  A,  either  needs  to  be  made 
to  encourage,  that  or  B,  might  as  well  take  place  at  this  time  be- 
cause it  certainly  is  a  good  time  for  public  investment  to  take  place 
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since  private  investment  is  not?  I  would  be  happy  to  hear  from  ei- 
ther you  or 

Dr.  Eisner.  You  are  not  getting  private  investment  because  the 
economy  is  not  prosperous.  You  won't  get  it  until  the  economy  is 
prosperous.  I  should  dispute  Dr.  Holtz-Eakin,  I  can  give  you  names 
of  papers  by  David  Aschauen,  Alicia  Munnell,  vice  president  of  the 
Federal  Reserve  Bank  in  Boston,  by  John  Femell,  by  myself,  by 
Robert  Barro,  indicating  very  considerable  productivity  from  public 
investment,  and  also  the  fact  that  public  investment  very  fre- 
quently will  crowd  in  and  not  crowd  out  private  investment. 

Ms.  MOLINARI.  May  I  just  follow  up  on  that  with  one  question? 
Then  I  do  want  to  hear  your  response.  Are  you  asserting  then,  Doc- 
tor, that  if  we  were  to  go  down  and  put  forth  a  capital  gains  tax 
cuts  and  an  investment  tax  credit,  that  minus  the  public  works 
stimulus,  those  government  incentives  would  not  be  enough  to  the 
private  business  to  get  them  to  invest  in  the  economy? 

Dr.  Eisner.  My  own  argument  as  to  the  investment  tax  credit  as 
a  permanent  thing,  frankly,  I  don't  think  it  has  much  bang  for  the 
buck.  I  have  studies  that  I  did  a  good  bit  of  in  the  past.  I  would 
recommend  it  as  a  temporary  stimulus  now  because  businesses 
would  invest  if  they  think  they  are  going  to  get  it  for  one  year  and 
then  not  the  following  year. 

The  capital  gains  tax  cut  I  know  is  a  favorite  of  many  people,  but 
frankly  I  think  most  economists  who  look  at  it  say  it  will  do  very 
little  if  anything  for  investment,  whatever  its  advantages  or  dis- 
advantages may  be. 

Mr.  Faux.  The  most  important  single  thing  I  think  in  front  of  a 
business  investor  today  is,  is  the  market  there?  If  the  market  is 
soft,  customers  are  not  spending.  That  is  what  they  think  about. 
As  a  manufacturer  said  to  me  the  last  time  we  were  considering 
tax  cuts,  he  said,  I  will  take  all  the  tax  cuts  they  give  me,  but  what 
makes  me  invest  is  when  I  see  customers  coming  in  the  door  with 
money  in  their  pockets  to  buy  goods. 

At  this  point  there  is  no  other  source  of  stimulus.  We  were  prom- 
ised for  several  years  we  would  have  an  export  boom  and  that 
would  do  it.  That  hasn't  materialized.  There  are  good  reasons  why 
people  made  some  mistakes  in  that  area.  But  the  bottom  line  is 
that  there  are  not  enough  customers  out  there.  As  Bob  says,  there 
are  idle  resources.  And  this  is  the  perfect  textbook  time  for  the  gov- 
ernment to  essentially  go  in  and  make  these  investments. 

As  the  gentleman  from  New  York  said,  this  is  the  cheapest  time 
we  are  going  to  be  able  to  do  it.  Interest  rates  are  down,  project 
costs  are  down,  I  think  the  economics  speaks  for  itself. 

Dr.  Hunter.  If  I  can,  to  return  to  the  question  of  why  investment 
isn't  taking  place,  the  analysis  borders  on  the  tautological,  I  think, 
to  say  that  investment  isn't  taking  place  because  the  economy  is 
not  prosperous  misses  the  point.  People  make  investment  decisions 
on  the  margin.  Yes,  they  do  look  at  the  statistics,  they  read  the 
Wall  Street  Journal,  they  talk  to  their  fellow  local  Chamber  of 
Commerce  members,  and  they  get  a  feel  of  the  market,  but  that  is 
not  really  the  way  people  make  investment  decisions.  They  sit 
down  with  a  very  sharp  pencil  and  try  to  make  some  reasonable 
calculation  on  what  the  rate  of  return  to  investment  is  likely  to  be. 
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Another  way  of  saying  that  is  they  look  at  what  is  the  marginal 
rate  of  taxation  on  capital  and  what  is  the  marginal  rate  of  return 
on  capital.  In  spite  of  everything  that  has  happened  over  the  last 
decade,  the  marginal  rate  of  taxation  on  capital  income  today  is 
higher  than  it  was  in  1980.  That  doesn't  explain  everything.  We 
also  have  regulatory  overkill  in  the  lending  industry  that  maJ^es  it 
virtually  impossible  for  small  start-ups  to  put  a  reasonable  amount 
of  capital  together  with  a  reasonable  amount  of  debt  and  begin  a 
business. 

So  I  think  you  have  to  get  back  to  the  ultimate  issue  which  is 
what  is  the  cost  of  capital  and  what  is  the  availability  of  capital. 
For  all  of  the  importance  of  public  investment,  both  for  short-term 
and  long-term  considerations,  it  doesn't  really  go  to  the  heart  of  the 
issue  that  the  individual  entrepreneur  faces  when  he  makes  an  in- 
vestment decision.  It  is  a  broader  question  of  incentives. 

Dr.  Holtz-Eakin.  Let  me  say  just  a  word  about  a  couple  things 
that  have  floated  through  there.  Number  one,  I  agree  with  the  ob- 
servation that  if  there  is  a  project  that  deserves  funding  and  should 
be  undertaken,  has  all  the  benefits  that  we  see,  now  is  the  time 
to  do  it.  There  is  absolutely  nothing  wrong  with  that  reasoning. 
Also,  this  is  not  the  right  place  for  Bob  Eisner  and  I  to  sort  out 
our  differences  over  how  to  read  the  literature  on  the  productivity 
of  capital.  We  have  had  this  fight  before,  we  will  have  it  again. 
Let's  just  get  past  that  now  and  let  me  leave  you  with  this. 

There  is  a  lot  of  uncertainty  about  these  macro  effects.  There  is 
an  enormous  number  of  papers  and  a  dispute  about  the  right  way 
to  measure  them.  We  do  know  the  right  way  to  look  at  a  project 
and  evaluate  its  costs  and  its  benefits.  The  Congressional  Budget 
Office  is  staffed  with  people  who  are  experts  in  exactly  such  cal- 
culations. In  1988,  they  reviewed  the  performance  of  lots  of  infra- 
structure-style projects,  and  what  they  found  was  that  many  were 
overfunded  and  did  not  pay  back  what  they  would  have  expected. 
Some,  in  fact,  were  underfunded. 

All  that  argues,  I  think,  against  the  logic  of  rushing  into  these 
projects  on  other  grounds.  We  don't  know  what  the  macro  effects 
are,  let's  say.  To  use  those  arguments  as  support  for  rushing  into 
a  big  infrastructure  program,  I  think  is  not  particularly  well  found- 
ed. Let's  wait,  do  the  studies  right.  I  firmly  believe  that  infrastruc- 
ture is  important.  I  got  into  this  area  for  that  reason.  The  CBO  and 
other  people  can  identify  the  projects  we  should  fund.  I  think  that 
is  a  good  way  of  going  about  doing  business. 

Mr.  COLETTI.  It  is  difficult  for  me  not  having  the  academic  back- 
ground in  economics  to  sit  between  so  many  distinguished  econo- 
mists, but  I  hear  let's  study  it  more,  and  let's  try  to  figure  out  the 
long-term  costs,  and  I  have  got  to  go  back  to  a  real  life  scenario. 
There  are  thousands  of  unemployed  people  in  this  nation.  In  terms 
of  long-term  growth,  I  probably  agree  with  90  percent  of  what  all 
the  economists  here  have  talked  about,  do  we  need  to  reduce  the 
capital  gains  tax,  probably. 

We  have  got  to  get  the  private  sector  back  into  the  investment 
world.  They  have  got  to — ^we  have  got  to  start  moving  that.  But  the 
reality  is  that  isn't  going  to  happen.  As  you  said,  Mr.  Chairman, 
with  the  interest  rates  being  so  low,  and  a  whole  host  of  other  fac- 
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tors,  that  hasn't  happened.  It  isn't  likely  to  happen  in  the  next  few 
years. 

One  of  the  reasons  prices  are  so  down  in  the  construction  indus- 
try is  because  the  members  of  my  association  aren't  bidding 
projects  and  making  any  money  off  them.  They  are  bidding  them 
at  cost  to  survive,  so  they  can't  make  the  calculation  that  the  gen- 
tleman made  from  the  Chamber  of  Commerce  as  to  whether  or  not 
it  is  important  to  them  or  worth  it  to  them  to  invest  because  they 
don't  have  the  ability  to  make  that  1  or  2  percent  calculation.  They 
are  worrying  about  keeping  their  doors  open. 

I  think  you  have  a  very  difficult  task  in  trjdng  to  take  all  the  in- 
formation that  you  will  be  presented  over  the  next  few  weeks  and 
months  and  try  to  bring  this  back  home  to  where  we  are,  which 
is  affecting  real  people. 

Ms.  MOLINARI.  Let  me  see  if  I  can  maybe  clarify  where  I  think 
you  may  be  coming  from.  Dr.  Eakin.  Are  you  saying  that  you  would 
not  necessarily  be  opposed  to  both  short-term  and  long-term  infra- 
structure investment  if  we  chose  the  projects  wisely? 

Dr.  Holtz-Eakin.  Yes,  that  is  the  best  possible  of  all  worlds. 

Ms.  MOLINARI.  Okay,  let  me  just  ask  one  more  question,  then  I 
am  done,  Mr.  Chairman.  When  we  talk  about  this  from  an  eco- 
nomic package,  there  have  been  arguments  that  President  Clinton 
has  one  set  of  numbers.  Republicans  have  another  set  of  numbers, 
Mr,  Faux,  you  have  come  up  with  a  figure  of  $60  billion.  Is  there 
some  number  at  which  point  it  is  too  low  to  expect  improvement 
and  some  number  which  is  too  high  to  exacerbate  a  deficit?  Is  there 
some  kind  of  model  number  that  we  should  be  looking  at? 

Mr.  Faux.  The  $60  billion  figure  that  I  cited  was  a  total  stimu- 
lus, so  that  included  human  investment  and  a  temporary  invest- 
ment tax  credit.  We  did  a  calculation  on  the  basis  of  a  survey  about 
18  months  ago,  and  we  came  up  with  a  number  for  physical  infra- 
structure at  the  Federal  level  of  about  $25  billion,  roughly  being 
the  minimum  that  we  needed  annually  in  order  to  keep  from  fall- 
ing behind  that  of  our  major  competitors  in  the  world.  So  Presi- 
dent-elect Clinton  says  $20,  we  say  $25.  Split  the  difference,  but 
I  would  say  somewhere  around  that. 

I  would  make  one  point  about  the  speed.  Most  of  the  studies  that 
have  been  made  about  the  quickness  of  getting  this  money  out 
were  made  in  the  1960s  and  1970s  when  we  already  were  at  a  fair- 
ly generous  rate  of  public  investment,  so  we  didn't  have  all  this  ne- 
glect. In  those  days  when  you  went  into  a  recession  you  got  out  of 
it  fairly  quickly,  and  because  it  took  12 ^months,  18  months,  24 
months  to  get  the  projects  going,  and  there  was  a  big  delay. 

It  is  a  different  situation  now,  and  at  least  some  of  those  past 
experiences  are  not  terribly  apt. 

Dr.  Hunter.  Mr.  Chairman,  any  of  these  numbers  are  somewhat 
arbitrary.  Let  me  suggest  rather  than  trying  to  decide  whether  $20 
billion  or  $60  billion  is  right,  that  there  is  a  framework  by  which 
you  can  go  about  making  those  decisions,  and  the  little  graph  I  in- 
cluded, the  little  chart  I  included  in  my  prepared  testimony  I  think 
helps  formulate  the  way  you  think  about  this. 

Don't  take  those  numbers  as  gospel,  but  ask  yourself  what 
growth  path  are  we  currently  on  under  the  current  policy  regime 
we  face.  Then  ask  yourself  what  is  the  growth  path  you  believe  the 
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economy  can  be  on  under  the  right  set  of  circumstances.  The  num- 
bers I  have  chosen  is  to  look  at  the  postwar  trend  of  about  3.2  per- 
cent that,  over  the  long  term,  certainly  is  doable.  I  have  taken  the 
CBO  estimate  and  the  blue  chip  consensus  that  all  converge  to  2.5 
percent,  and  compare  that  to  historical  potential.  The  difference  be- 
tween those  two  lines  suggest  some  kind  of  cumulative  shortfall  in 
output  over  a  period  of  time. 

Ask  yourself  how  much  you  can  raise  output  with  a  set  of  public 
policy  initiatives,  and  then  you  can  make  a  determination  of 
whether  or  not  it  is  worth  it  to  "spend  the  money."  Now  the  danger 
is  that  you  don't  make  an  honest  assessment  of  how  effective  each 
and  every  one  of  these  policy  changes  is  in  raising  the  growth  rate, 
but  at  least  theoretically  if  you  have  made  a  good  faith  determina- 
tion. You  have  decided  that  the  package  of  policy  proposals  on  the 
tax  side,  on  the  spending  side,  and  on  the  regulatory  side  all  com- 
bine to  give  you  an  increase  in  long-term  growth  of  a  half  point  or 
a  full  point.  That  gives  you  in  a  budget  sense,  the  static  loss  you 
can  spend  over  some  reasonable  period  of  time. 

It  is  dangerous  to  make  these  calculations  in  a  purely  political 
setting,  but  I  think  it  helps  structure  your  thoughts  about  the  fact 
that  we  are  facing  considerable  lost  output.  We  can  make  that  kind 
of  public  investment  in  thinking,  at  the  very  least. 

Dr.  Eisner.  I  could  give  you  a  very  rough  number.  Let's  assume 
$50,000  per  job,  $20  biUion  comes  to  about  400,000  jobs.  If  you  stop 
to  think  that  unemplojonent  was  under  5.5  percent  for  three  years, 
1988,  1989,  1990,  it  is  now  7.2,  7.3  percent,  you  are  talking  about 
a  shortfall  just  to  get  back  to  where  we  were  a  few  years  ago,  you 
are  talking  of  a  shortfall  of,  what,  about  3  million  jobs,  so  it  is  still 
a  small  step  except  to  the  extent  you  can  expect  the  $20  billion  will 
stimulate  more,  but  I  would  aim  higher,  but  again  I  would  aim  not 
only  at  roads  and  bridges,  I  would  aim  at  all  kinds  of  other  public 
spending  and  a  stimulative  to  private  spending. 

Ms.  MOLINARI.  Thank  you. 

Mr.  Wise.  Mr.  Collins. 

Mr.  Collins.  Dr.  Eisner,  you  mentioned  earlier  that  there  was 
not  a  lot  of  investment  going  on  today  by  the  private  sector.  What 
do  you  think  we  could  do  to  encourage  the  private  sector  to  invest 
or  to  take  risk  of  investment? 

Dr.  Eisner.  The  biggest  thing  by  far  is  to  get  the  economy  grow- 
ing again.  Business  needs  more  capital  when  it  has  a  need  to 
produce  more.  If  it  doesn't  see  customers,  as  Jeff  Faux  has  put  it, 
it  is  not  going  to  be  investing.  The  second  thing  to  do  would  be  to 
give  it  the  research  knowledge  for  new  technology,  the  trained 
labor  force  that  would  make  it  profitable  to  hire  more  people.  When 
you  are  hiring  more  people,  you  will  find  that  you  need  more  cap- 
ital to  go  with  them. 

So  I  would  say  that  providing  a  prosperous  economy,  providmg 
a  solid  foundation  of  knowledge,  of  research,  of  trained  labor  would 
do  the  most  for  private  investment.  Again,  in  the  short  run  I  think 
you  could  get  a  very  big  bang  for  the  buck  by  having  a  high  mar- 
ginal credit,  which  probably  would  not  add  anything  to  the  deficit, 
in  which  businesses  could  get  as  much  as  a  30  percent  credit  on 
expenditures  over  what  they  did,  let's  say,  last  year,  and  with  the 
knowledge  that  they  better  take  advantage  of  it  now,  otherwise 


91 

they  won't  get  anything.  That  would  be  hterally  pump  priming. 
You  would  prime  the  pump  and  you  would  have  to  hope  that  that 
stimulus  would  leave  things  going.  I  think  it  would. 

Once  the  economy  is  moving  up,  then  I  would  leave  private  in- 
vestment to  business,  to  individual  decisions  based  on  a  situation 
again  where  there  is  a  high  level  of  research  going  on  and  where 
they  have  trained  workers  that  they  can  get. 

Mr.  Collins.  What  is  your  opinion  on  capital  gains  tax  credit, 
and  investment  tax  credit,  not  just  short  term,  not  just  for  fiscal 
year  1993. 

Dr.  Eisner.  I  differentiate  again  between  an  investment  tax 
credit,  which  is  for  the  expenditure  for  new  machinery  or  for  new 
buildings,  and  a  capital  gains  tax  cut.  One  problem  with  a  capital 
gains  tax  cut  is  that  it  extends  to  all  kinds  of  capital  gains.  The 
other  problem  is  it  is  not  clear  really  that  it  is  going  to  induce 
much  in  the  way  of  business  investment.  It  is  a  very  shaky  thing 
for  that  purpose. 

You  could  somehow  target  the  capital  gains  tax  cut,  I  suppose, 
to  those  firms  or  investors  that  actually  use  the  funds  for  invest- 
ment, but  otherwise  it  is  a  pretty  indirect  method  of  accomplishing 
anything. 

Mr.  Collins.  Does  capital  gains  tax  credit  not  only  apply  to  indi- 
viduals as  well  as  to  business?  Has  it  not  applied  in  the  past  to 
individuals  as  well  as  to  business? 

Dr.  Eisner.  Well,  of  course  we  do  tax  capital  gains  some,  but 
most  investors  escape  taxation  because  their  gains  are  only  taxed 
when  they  accrue,  that  is  when  you  realize  them,  when  you  sell  the 
property,  so  in  fact  with  all  the  talk  about  capital  gains  tax  cuts, 
there  is  really  relatively  little  taxation  of  capital  gains  at  this 
point. 

Mr.  Collins.  Would  that  not  be  because  there  is  not  a  lot  of  ac- 
tivity? Kind  of  what  comes  first,  the  chicken  or  the  egg? 

Dr.  Eisner.  It  is  partly  that  but  it  is  partly  that  people  avoid  the 
capital  gains  tax.  You  don't  sell  your  property  and  you  don't  have 
the  capital  gains  tax.  That  is  a  disadvantage.  You  hate  to  lock  peo- 
ple into  it,  but  they  are  not  pajdng  much  in  capital  gains  taxes. 

Mr.  Collins.  I  think  you  hit  it  right  on  the  head,  if  you  don't 
sell  the  property,  you  don't  pay  the  tax,  and  if  the  property  is  not 
sold,  the  government  doesn't  collect  the  tax.  So  everyone  loses  in 
that  situation,  and  it  is  because  of  the  lack  of  a  capital  gains  tax 
credit. 

Mr.  Faux,  you  mentioned  during  the  first  construction  of  our  in- 
frastructure that  everything  went  kind  of  smoothly  along  and  the 
government  stood  for  what  was  needed  and  what  was  necessary.  Is 
that  not  kind  of  what  you  were  relating  to  earlier? 

Mr.  Faux.  I  missed  the  first  couple  of  words  in  that  sentence. 

Mr.  Collins.  You  mentioned  in  some  of  your  remarks  that  when 
we,  that  is  this  nation  and  government,  began  to  build  its  first 
infrastructure 

Mr.  Faux.  Oh,  in  the  history  of  the  country? 

Mr.  Collins.  That  is  right.  We  did  what  was  necessary  with  the 
resources  that  we  had  at  the  time  to  do  what  we  had  to  do.  Is  that 
kind  of  what  you  indicated? 
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Mr.  Faux.  Yes.  I  guess  my  point  was  there  were  always  ineffi- 
ciencies. Some  projects  were  good,  some  projects  were  bad,  but  we 
weren't  so  afraid  of  making  mistakes  that  we  didn't  build  the  ca- 
nals, build  the  roads,  and  do  those  other  pieces  of  infrastructure 
that  were  important  for  the  country's  prosperity. 

Mr.  Collins.  At  that  time  we  had  the  resources  necessary  to  pay 
for  those  projects,  is  that  not  true? 

Mr.  Faux.  Well,  most  of  these  projects  were  done  by  borrowing. 
The  canals  that  were  our  first  big  infrastructure  projects  were  done 
with  borrowed  money.  Roads  were  done  with  borrowed  money.  We 
had  the  credit,  less  credit  than  we  have  now  in  many  ways,  but  it 
was  sensible  financing.  Mostly  we  didn't  do  it  pay-as-you-go.  Mostly 
we  did  it  the  way  a  corporation  would,  and  that  is  you  have  got 
something  that  is  going  to  last  30  years,  you  go  out  and  borrow  the 
money  and  pay  it  off  over  the  next  few  years. 

Mr.  Collins.  I  understand  that.  That  is  a  good  point.  My  ques- 
tion, too,  is  during  the  time  of  the  first  construction  of  the  infra- 
structure, do  you  have  any  knowledge  or  have  any  information  on 
exactly  how  many  entitlement  programs  that  this  government  was 
also  funding  during  that  same  period  of  time? 

Mr.  Faux.  Back  in  the  18th  century?  No. 

Mr.  Collins.  I  don't  imagine  you  would  find  many.  Let's  see,  Mr. 
Eisner,  I  believe  you  mentioned  filling  some  400,000  jobs.  Was  that 
a  figure  that  I  heard  you  use  a  minute  ago? 

Dr.  Eisner.  I  just  made  a  very  rough  estimate  that  $20  billion 
of  additional  product  which  might  be  represented  by  public  invest- 
ment would  require  400,000  people  to  produce  it  in  the  sense  that 
it  would  take  $50,000  per  job.  I  simply  divided  $20  billion  by 
50,000  and  I  got  400,000. 

I  hope  your  staff  can  do  a  better  estimate,  but  I  don't  think  that 
is  way  out  of  the  ballpark. 

Mr.  Collins.  That  is  a  pretty  good  figure.  When  you  are  dealing 
with  a  lot  of  zeroes,  it  is  not  hard  to  figure  anyway.  But  dealing 
with  that  and  taking  that  into  consideration,  those  400,000  jobs,  in 
all  of  your  research  and  knowledge,  approximately  how  many  of 
those  jobs  would  be  filled  by  people  who  are  already  employed 
through  companies,  who  already  had  work  today? 

Dr.  Eisner.  That  is  exactly  the  point.  We  have  had  able  testi- 
mony from  the  gentleman  from  New  York  on  the  building  trades. 
Very  few  of  them  would  be  filled  by  people  that  already  have  jobs. 
That  is  exactly  it.  With  this  much  unemployment,  you  are  going  to 
be  putting  people  to  work,  and  for  that  matter  if  it  came  from 
somebody  who  has  another  job,  then  that  other  job  would  be  open 
and  the  person  would  go  there. 

This  would  be,  I  thmk,  overwhelmingly,  perhaps  entirely  a  net 
increase  of  400,000. 

Mr.  Collins.  That  increase — ^you  said  a  few  of  them  probably 
would  be — I  missed  your  testimony.  We  don't  have  any  research  to 
give  us  approximately  what  that  would  be  equivalent  to,  is  that 
right? 

Dr.  Eisner.  I  don't  know  of  anybody  who  would. 

Mr.  Faux.  But  it  is  a  net  number.  That  is,  400,000  net  new  jobs. 

Mr.  Collins.  What  would  be  gross? 

Mr.  Faux.  I  am  sorry? 
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Mr.  Collins.  What  would  be  the  gross? 

Mr.  Faux.  Well,  it  is  net  and  gross. 

Mr.  Collins.  You  have  to  have  a  gross  to  get  a  net. 

Mr.  Faux.  The  point  is  if  you  spend  an  additional  $20  billion, 
when  we  have  got  an  unemployment  rate  like  we  have  today,  you 
are  going  to  get  roughly  400,000  new  jobs  out  of  it.  Some  will  be 
jobs  opened  up  because  someone  else  took  the  job  at  the  specific 
project  that  was  funded  with  the  $20  billion.  But  it  is  a  net  addi- 
tion to  the  employment  numbers. 

Mr.  Collins.  Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Thank  you.  I  want  to  thank  the  panel.  Mr.  Coletti,  you 
made  a  point  that  needs  a  little  referencing.  That  is,  we  have  been 
discussing  for  the  last  hour  so  basically  it  has  been  an  economic 
discussion,  it  has  been  about  macroeconomics.  My  observation  is 
that  on  the  way  to  the  macro,  you  have  to  deal  with  a  lot  of  micros. 
You  have  to  deal  with  the  problems  that  Mayor  Flynn  and  Mayor 
Waggy  and  Mr.  Wilson  ana  Judge  Stoner  and  others  have  talked 
about. 

They  are  the  ones  who  will  have  to  implement  whatever  deci- 
sions ultimately  come  fi-om  this  discussion.  As  one  debates  national 
policy,  we  also  have  to  remember  how  it  relates  to  the  policy  on  the 
street  where  we  live,  and  I  think  that  is  crucial. 

Ladies  and  gentlemen,  I  want  to  thank  you  very  much,  because 
you  have  opened  up  what  I  think  is  going  to  be  a  major  topic  cer- 
tainly for  this  Congress,  this  administration  coming  in,  over  the 
next  few  years,  certainly  for  the  next  few  months.  The  short  term, 
while  the  purpose  of  this  hearing  is  to  discuss  economic  growth 
stimulus  that  many  would  term  snort  term  in  the  sense  of  getting 
something  in — the  dirt  flying  very  quickly,  and  the  point  has  been 
made  by  many  of  you  eind  it  is  a  good  point,  it  has  to  all  be  part 
of  a  long-term  growth  strategy,  £ind  that  is  what  we  are  here  about. 

The  committee  has  received  extensive  testimony  and  statements 
today,  and  I  want  to  let  you  know  that  I  think  you  have  set  a  foun- 
dation for  the  discussion  that  is  going  to  take  place.  We  will  con- 
tinue this  series  of  hearings.  We  will  continue  to  have  a  variety  of 
viewpoints  represented.  I  anticipate  we  are  all  going  to  be  telking 
again.  I  thank  you  very  much.  I  turn  to  the  Ranking  Member,  Ms. 
Molinari  for  any  closing  statements. 

Ms.  Molinari.  I  also  would  like  to  thank  our  witnesses  here 
today.  We  kept  you  for  many  long  hours,  engaged  you  in  debate 
and  discussion  that  you  probably  did  not  need.  Nevertheless,  it  has 
been  very  instructional  and  educational  for  everyone  here  and 
watching  on  television. 

Mr.  Chairman,  I  don't  think  you  could  have  assembled  a  more 
terrific  group  of  people  to  begin  and  develop  the  framework  for  this 
discussion  and  the  impact  from  an  economic  standpoint,  from  a 
human  growth  standpoint,  fi'om  a  business  standpoint,  from  the 
counties  to  the  cities.  These  are  all  the  perspectives  that  we  need 
to  keep  in  balance  as  we  begin  to  formulate  what  will  hopefully  be 
some  kind  of  economic  recovery  and  moments  of  hope  for  Ameri- 
cans. 

You  have  all  been  very  instrumental  in  helping  us  frame  out  that 
discussion.  I  thank  you  very  much  for  your  patience  and  your  infor- 
mation. 
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Mr.  Wise.  Having  said  that,  I  declare  this  hearing  adjourned. 
[Whereupon,  at  2:28  p.m.,  the  subcommittee  was  adjourned.] 
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WOULD  ECONOMIC  STIMULUS  BE  WISE  AT  THIS  TIME? 


I  would  describe  the  current  state  of  the  American  economy  as  mid' 
level  stagnation.  Almost  all  of  the  previous  recessions  since  World  War  II 
have  been  followed  quite  promptly  by  a  period  of  vigorous  growth  In  output 
and  jobs.'  Such  a  recovery  period  may  be  "just  around  the  comer",  but  we 
do  not  appear  to  have  entered  It  yet. 

The  economists  of  the  Bush  Administration  had  the  strongest 
incentive  possible  to  stage  a  prompt  and  vigorous  rccoveiy.  Yet  they  held  off 
from  applying  fiscal  stimulus  to  the  economy  --  raising  government 
expenditure  or  cutting  taxes  with  the  purpose  of  putting  the  unemployed  to 
work  -  for  two  reasons: 

1.  They  assumed  that  the  the  common  pattern  of  post-recession 
periods  would  repeat  itself  once  again,  and  that  vigorous  recovery  would 
follow  this  recession  with  reasonable  promptness.  They  kept  seeing  supposed 
harbingers  of  that  recovery,  but  they  kept  being  disappointed. 

2.  The  size  of  the  deOoIi  and  the  national  debt  which  had  resulted 
from  the  shameless  and  Irresponsible  "riverboat  gamble"  of  the  Reagan  years 
appalled  even  them.  They  did  not  want  to  increase  the  deficit  beyond  what  it 
was. 


1.  The  most  obvious  exception  was  the  faltering  recovery  following  the  rcoesalon  that  struck 
during  Elsenhower's  second  term,  that  ushered  in  the  election  of  John  F.  Kennedy. 
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In  the  last  few  days,  Michael  Boskin,  Chair  of  Bush's  Council  of 
Economic  has  acknowledged  that  the  Bush  Administration  erred  in  not 
applying  greater  stimulus  a  year  ago.  We  have  to  presume  that  Boskin  was 
talking  about  the  welfare  of  the  country,  rather  than  Bush's  political  welfare, 
and  that  he  means  that  the  country's  economy  would  be  better  oS  if  more 
stimulus  had  been  applied. 

If  Boskin  is  right,  and  more  stimulus  should  have  been  applied  a  year 
ago,  then  what  about  now?  I  believe  the  case  for  more  stimulus  is  stronger 
now  than  it  was  a  year  ago.  We  have  had  an  extra  year  of  stagnation,  and 
still  there  is  no  very  sure  sign  that  the  vigorous  recovery  we  so  much  need  is 
beginning. 

Vu  Benefit  of  Stimulus 

The  benefit  of  stimulus  is,  of  course,  that  we  give  employment  to 
people  who  are  out  of  work,  and  that  we  get  the  use  of  the  extra  output  they 
produce,  which  would  otherwise  have  been  lost.  Fiscal  stimulus  now  would 
accomplish  that  end,  if  properly  structured. 

By  next  week,  Laura  Tyson  will  be  sitting  In  Boskln's  chair.  Her  ability 
to  see  whether  recovery  is  "just  around  the  comer"  is  probably  no  worse  than 
Boskin's.  But  unfortunately  no  economist's  ability  to  see  around  the  next 
corner  is  better  than  Boskin's,  because  the  science  of  economic  prediction 
has  not  advanced  sufficiently. 

Despite  our  lack  of  ability  to  make  very  accurate  predictions,  it  should 
be  obvious  that  there  is  and  will  be  for  some  time  considerable  slack, 
allowing  leeway  for  stimulus.  There  is  very  little  danger  that  producing 
additional  output  by  govenuuent  spending  for  worthwhile  projects  would 
displace  the  production  of  higher-priority  output  that  would  otherwise  occur 
through  private  spending.  On  the  contrary,  publicly-purchased  output  will, 
through  the  stimulation  of  demand,  induce  the  production  of  privately* 
purchased  output  which  would  otherwise  not  occur. 

If  we  consider  private  investment,  which  is  crucial  to  productivity 
growth,  a  more  vigorous  recovery  will  stimulate  it.  There  is  little  danger  of 
"crowding  out"  private  Investment  if  the  Fed  does  its  part  to  keep  interest 
rates  low.  The  danger  of  overheating  appears  remote. 

The  Cost  of  Stimulus:  Higher  Deficit 

The  cost  of  stimulus  is  temporarily  increasing  the  deficit  and 
permanently  increasing  the  national  debt.  A  temporary  increase  in  the  deficit 
should  have  little  bad  effect  on  the  economy  if  the  Fed  plays  its  part,  and 
does  not  allow  the  extra  supply  of  bonds  to  raise  interest  rates. 
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The  probably  permanent  increase  in  the  total  debt  is  more  serious, 
because  the  increased  interest  payments  that  the  Treasury  must  pay  detract 
from  our  ability  to  finance  worthwhile  projects  with  a  given  tax  base.  The 
high  Interest  costs  themselves  increase  the  deficit,  with  a  snowballing  effect 
on  the  size  of  the  debt. 

However,  a  temporary  stimulus  need  not  preclude  the  inunediate 
adoption  of  a  long-range  plan  for  reducing  the  deflcit.  This  would  be  a  good 
time  to  raise  income  taxes  on  the  upper-income  groups,  which  would  have  a 
minimal  effect  on  demand,  and  to  pass  a  bill  which  phases  in  a  rise  in  the 
gasoline  tax  when  the  recovery  is  established. 

What  Should  We  Spend  for? 

Finally,  I  would  urge  that  a  recovery  program  should  include  money 
for  the  states  and  localities  to  avoid  or  reduce  the  cutbacks  in  important 
services  that  are  now  occurring.  Federal  funds  should  help  the  states  avoid 
cuts  in  mental  health  services,  library  hours,  youth  counseling,  police  services, 
help  for  the  homeless.  Primary  or  exclusive  emphasis  on  construction 
projects,  particularly  those  which  take  long  to  get  started,  should  be  avoided. 

The  construction  industry  continues  to  be  dilatory  in  opening  skilled 
jobs  to  minorities  and  women.  Black  unemployment  rates  are  now  running  at 
12  percent.  Single  mothers  have  been  very  hard  hit  by  the  recession,  and  as 
a  result  the  welfare  rolls  have  burgeoned.  An  equitable  recovery  policy 
would  put  high  priority  on  getting  minority  unemployment  rates  down,  and 
reducing  welfare  rolls  by  opening  job  opportunities  for  women.  Relying 
mainly  or  exclusively  on  construction  projects  to  stimulate  the  economy 
means  leaving  women  and  minority  workers  out  of  our  recovery  package. 

I  would  suggest  that  any  bill  with  funds  for  construction  contain 
provisions  that  would  disqualify  the  10  percent  of  contractors  in  each  county 
that  have  the  worst  record  in  terms  of  meeting  their  obligations  to  conduct 
hiring  fairly.  The  Labor  Department  has  the  data  to  make  a  quick 
determination  of  eligibility. 
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ORGANIZATIONAL  BACKGROUND 

The  New  York  Building  Congress  is  a  72-year.old  non-partisan  public  policy  coalition  < 
business,  labor,  professional  and  industry  associations;  design  and  construction 
companies;  and  governmental  organizations.  Its  500  corporate,  institutional  and  labor 
union  members  comprise  some  250,000  individuals. 

INTRODUCTION 

Our  nation's  basic  infrastructure  problem  is  no  mystery.  We  have  failed  to  sustain  the 
level  of  public  investment  America  needs  to  encourage  economic  growth  and  improve 
bving  standards.  Both  the  business  coraniunity  and  government  have  pursued  a  course  of 
short-term  speculation  rather  than  long-term  productive  investment.  An  ambitious  pul  lie 
investment  agenda  will  reverse  the  neglect  of  our  infrastructyre  and  make  our  nation 
more  productive.  At  the  same  time,  it  will  create  new  job  opportunities  and  stimulate 
growth. 

America's  infrastructure  underinvesting  record  is  alarming.  It  hurts  our  ability  to  be 
competitive  in  the  world  marketplace  and  to  create  the  opportunity  for  a  satisfactoiy 
standard  of  living. 

The  severity  of  the  problem  can  be  illustrated  by  the  following  statistics: 

1)  In  the  1980s,  the  proportion  of  the  federal  budget  spent  on  public 
investment  fell  to  half  that  spent  in  the  1970s  and  one-quarter  of 
that  spent  in  the  1950s  and  1960s.* 

2)  Between  1980  and  1990,  federal  investments  in  infrastructure  wen 
cut  in  half  with  spending  falling  from  roughly  5.0  percent  of  all 
federal  spending  to  2.5  percent.' 

3)  The  United  States  is  investing  less  than  0.3  percent  of  its  Gross 
Domestic  Product  annually  on  infrastructure,  lagging  far  behind 
Japan  (5.7%),  Italy(4.8%),  Germany  (3.7%),  France  (2.7%),  Brit^i 
(2.0%),  and  Canada  (1-8%).' 

The  New  York  Building  Congress  believes  that  infrastructure  must  be  a  top  national 
priority  to  support  housing  and  commuiu'ty  development.  Investment  in  infrastructure 
must  be  increased  in  both  the  short  and  long  term.  The  decade  of  the  1990s  must  be 
one  of  rebuilding.  Almost  every  dollar  spent  on  infrastructure  goes  directly  into  the  U)S 
economy.  Direct  public  investment  creates  jobs  and  income  while  improving  the 
investment  climate  in  the  United  States. 
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I.         SHORT  TERM  POl.irV  PROPflftiLS 

Wectemgly  urge  President-Elect  Bill  dkOdn  le  leject  the  notion  that  the  recent  Dpi|(|  f 
in  Mr  economy  indicates  that  there  is  no  longer  a  need  for  a  short-term  infrastructure-  ' 
stinuhK  program.  We  desperately  need  a  fthort'term  infrastructure  stimulus  program  I  v 
ttwIoOowing  reasons: 

1)  To  prevent  the  U5.  boai^eSSag  even  further  behind  the  world  id^  { 
the  race  for  econonric  conipetitiveness.  Despite  suffering  from  t 
recession,  both  Japan  and  the  European  Community  recently 
announced  massive  public  vrtsrks  construction  plans  intended  to 
reduce  unemployment  and  bolster  their  economies. 

2)  To  ensure  that  the  recent  upturn  can  be  sustained. 

3)  To  create  new  jobs,  b  Hew  York  Qty  alone,  from  1987  to  1992^ 
the  construction  industry  tes  lost  32,000  construction  Jobs,  1,600 
design  professional  jobs,  $1.5  billion  in  wages,  and  $607  million  is 
tax  revenue,  with  over  l&iiercent  of  construction  union  membeit^ 

•     having  lost  their  heahh  citfe  coverage.  Statewide,  one  of  eveiy  ril 
individuals  collecting  unemployment  insurance  is  in  the  constructit  i^ 
industry. 

Tbe  New  York  Building  Congress  fully  supports  tl»  two  short  term  recommendatioml 
proposed  by  the  Rebuild  America  Coalition: 

1)  We  support  Hill  fbd^g  «t«ie  $151  billion  Intermodal  Surface  -^ 
Transportation  Eflklency  Ai^STEA).  ISTEA  passed  Congress  Irifi 
year,  but  was  scaled  back  in  appropriations  legislation.  We  abo 
support  the  separation  of  aB  transportation  trust  funds  from  the 
unified  budget,  and  tbe  spend  down  of  their  sizeable  balances  by 
1997  for  transportation  purposes.  Currently,  the  combined 
unobligated  balance  for  tJie  transportation  trust  funds  is  close  to^M 
billion  -  S12.2  billion  in  the  highway  trust  fund,  S9.8  billion  in  the^  f 
transit  trust  fund  and  $7  J  bOtion  in  the  aviation  trust  fund.  '  '  I 

2)  We  fully  support  the  CoalKiaB's  proposal  for  a  federal  capital 
infrastructure  program  to  pvevlde  assistance  directly  to  state 
local  governments  to  fond  raady-to-go  projects  that  will  create 
now.  The  United  States  Conference  of  Mayors  has  identified  7, 
projects  in  506  dties  tliat  are  ready  to  be  buDt.  These  projects 
amount  to  a  total  east  of  §13  billion  to  get  started,  and  a  total 
year  cost  of  over  $26  bAttOD  to  complete.  If  funded,  a  potential 
418,415  new  jobs  could  be  generated  in  one  year's  time. 
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The  New  York  Building  Congress  submits  for  your  consideration  several  additional 
recomniendations  which  we  believe  will  supplement  the  Rebuild  America  Coalition 
proposaJs  and  result  in  creating  jobs  now: 

1.  qriAte  an  Intf  rPrtytrnmental  Coordination  Task  Force  to  Establish  Uniform 
Sandards  For  Infrastnicture  Pmiecta  Funded  Under  Both  Protwsals.   Task  Fc^ 

members  would  include  the  appropriate  city,  state  and  federal  representatives 
responsible  for  the  respective  infrastructures  projects.  The  Task  Force  would  N 
required  to  establish  such  standards  within  30  days  of  the  President's  action  in 
order  to  quickly  create  jobs  by  initiating  design  and  construction  of  infrastructuri  i 
projects.  Currently,  each  level  of  government  sets  independent  standards  which 
cause  long  delays  and  cost  overruns  in  project  development  and  construction. 
One  option  is  to  consider  the  use  of  local  standards  in  order  to  jumpstart  the 
creation  of  new  jobs. 

2.  Require  Local  and  State  Jurisdictions  to  Sustain  FY  1993  Infrastructure 
Spending  Levels  in  Order  to  OaalilV  for  Supplemental  Federal  Funding.   The 
purpose  of  the  enhanced  federal  funding  is  to  act  as  an  economic  stimulus  for 
aeating  jobs.  This  goal  will  not  be  achieved  if  local  and  state  officials  cut  their 
plans  for  capital  spending  because  of  the  availability  of  new  federal  funds.  It  m  Kt 
be  clear  that  any  new  federal  infrastructure  funding  must  be  in  addition  to  (not 
place  of)  local  government's  existing  capital  program. 

3.  Expand  the  Definition  of  Infrastructure  to  Include  Public  Schools.  Public 
Hospitals.  Cultural  Institutions  Public  Parks  and  other  Public  Buildings. 
The  U.  S.  Conference  of  Mayors  project  Hst  should  be  expanded  to  include  the 
above  buOding  types.   While  it  is  clear  that  transportation  environmental  and 
telecommunications  projects  are  a  key  to  improving  our  nation's  economic 
competitiveness,  we  cannot  lose  sight  of  the  fact  that  the  quality  of  life  througb(|ut 
our  nation  has  deteriorated.  A  massive  public  worlcs  program  such  as  this  can  1 
the  centerpiece  of  a  national  strategy  to  integrate  a  number  of  elements  vital  to 
generating  long-term  prosperity.  As  New  York  Governor  Mario  M.  Cuomo  sak 

in  his  introduction  to  a  recent  report  by  the  Commission  on  Comp>etitiveness 
entitled  America's  Agenda:  Rebuilding  Economic  Strength: 

The  American  faith  in  a  better,  brighter  future  for  our  children  is  being 
tested.  Not  since  the  Great  Depression  have  as  many  Americans 
questioned  whether  the  next  generation  would  earn  at  least  the  comfort, 
security  and  dignity  of  the  one  before  it.  This  quintessential  American  b  Ith 
has  sustained  us  and  helped  us  define  ourselves  as  a  nation.  If  that  mils  on 
of  America  is  lost,  we  wiU  lose  the  national  as  we  have  knov^  it."  pjdx 

A  broader  definition  of  the  term  infrastructure  can  bring  substantive  debate  of  a  numt  a 
of  other  related  public  policy  questions. 
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Can  we  realistically  seek  a  longer  »choo!  year  without  providing  a  conduc  ve 
learning  environment?  We  require  appropriate  heating  and  ventilating 
systems  as  well  as  square  foot  requirements  in  building  prisons  -  why  not 
for  the  education  of  tomorrow's  workforce. 

How  can  we  improve  the  quality  of  urban  life  when  financing  for  public 
parks  and  cultural  institutions  is  constantly  cut  back  or  eliminated?  In  a 
recent  analysis  done  by  New  York's  Municipal  Art  Society,  the  following 
projects  were  built  in  previous  periods  of  economic  difficulty: 

The  Panic  of  1857  Central  Park 

The  Panic  of  1873  American  Moseum  of  Natural 

History 

The  Metropolitan 
Museum  of  Art 
Depression  of  1893  Bronx  Zoo 

The  Gr«at  Depression  1929'1941  Orchard  Beach 

Rockefeller  Center 


•  As  we  confront  our  natkjn's  healthcare  crisis,  have  we  improved  the  quiipy 
of  our  healthcare  systems  if  its  physical  infrastructure  is  not  suited  to 
providing  the  most  modem  facilities  possible? 

•  How  can  we  engender  respect  for  authority  when  our  courthouses,  city  k  iih 
and  other  public  facilities  are  badly  in  need  of  repair? 

The  New  York  Building  Congress  recommends  that  such  a  capital  investment  prograa 
be  implemented  in  a  manner  similar  to  the  former  Revenue  Sharing  Program.  Each 
eligible  jurisdiction  would  receive  a  single  block  grant  allocation  of  funding.  Enabling 
legislation  would  establish  maximum  percentages  which  could  be  spent  by  type  of  prpj  set, 
i.e.  DO  iDore  than  10%  of  federal  supplemental  funding  could  be  used  for  parks,  25%  for 
schools,  etc 

We  would  also  recommend  that  a  requirement  for  a  minimum  percentage  of  this  fun^ng 
to  be  used  for  designing  new  projects  be  established.  This  requirement  would  act  as 
stimulus  to  expedite  further  capital  investment  using  local  expenditures  because  more 
projects  would  be  ready  for  construction  sooner. 

Federal  funding  derived  from  this  supplemental  program  should  be  used  exclusively  fc  r 
design  and  construction  services.  Project  management  and  administrath/e  costs  shouk  be 
the  responsibility  of  local  and  state  government  grant  recipients. 


103 


n.       ^)NG.TERM  POT  Try  PROPOSAl-S:  REBUILD  AMERICA  FUND 

The  New  York  Building  Congress  fully  supports  President-elect  Bill  Qinton's  "Rebuild 
America  Fund" 

We  also  endorse  the  proposals  made  by  the  Rebuild  America  Coalition  to  leverage  the  « 
funds  with  state,  local  and  private  sector  funding  through: 

1.  Providing  Ta<  Incentives  for  PubllcPrivate  Partnerships.*  We  support 
amendments  of  the  federal  tax  code  to  promote  public-private  partnerships  in  tljc 
ownership  and  operation  of  infrastructure  facilities  financed  by  tax-exempt  bond  ;. 
Under  our  proposal,  we  call  for  modifying  tax  law  to  classify  tax-exempt  bonds 
issued  to  finance  privately-owned  or  mixed  ownership  projects  as  govenunental 
activity  bonds.  In  addition,  these  projects  should  be  exempted  from  the  current 
private  business  and  security  use  tests,  and  bonds  used  to  finance  such  projects 
exempted  from  private-activity  volume  Jimitations.  These  changes  in  tax  law 
would  be  subject  to  conditions  assuring  public  control  of  the  financed  facilities. 

2.  Creartnt  Tax-Exempt  Municipal  Savings  Bonds.   We  support  changes  to  the 
federal  tax  code  relating  to  tax-exempt  bond  arbitrage  rebate  rules  and 
requiremenu  for  bond  proceeds  expenditures  to  permit  the  issuance  of  tax-exei^t 
municipal  savings  bonds  in  a  structure  that  would  be  designed  to  appeal  to 
individuals  who  want  to  save  for  their  first'time  home  purchases,  children's  coDejgie 
education  and  retirement.  These  securities  would  be  issued  in  small 
denominations  as  insured,  zero-coupon  bonds,  creating  a  savings  instrument 
similar  to  U.S.  EE  savings  bonds. 

3.  IncrtasJBf  Bank  Purchases  of  Governmental  Bonds.   We  support  incentives  to 
encourage  commercial  banks  to  purchase  municipal  bonds  once  again.  The  tax 
code  should  be  modified  by  raising  the  current  SIO  million  issuer  limit  to  $25 
million  for  bank-qualified  purchases  of  tax-exempt  bonds. 

4.  Expandiag  State  Revolving  Loan  Funds.  We  support  re-authorization  of  the  H  A 
State  Revolving  Loan  Fund  for  Wastewater  Treatment  Facilities,  which  expired  in 
1992  and  the  expansion  of  this  concept  and  funding  to  permit  the  financing  of  ti  le 
fun  range  of  infrastructure  facOities. 

i  , 

5.  Creating  a  Federal  Infrastructurt  Bond  Bank.  We  support  the  establishment  of « 
Federal  Infrastruciure  Bond  Bank  or  FIBB.  FIBB  would  be  a  free-standing, 
quasi-governmental  entity  that  would  operate  nationwide.  It  would  provide 
technical  assistance  to  state  and  local  governments  on  infrastructure  financing 
support  a  national  education  campaign  on  alternative  financing  methods,  provid^ 
credit  enhancement  for  appropriate  infrastructure  projects,  and  supply  market 
liquidity  for  projects  that  would  otherwise  not  be  able  to  be  sold  on  the  nationa 
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CTcdit  markets.  We  propose  that  the  FIBB  be  capitalized  at  $5  billion  a  year  to 
the  first  five  years. 

6.  Enhancing  tht  Effidencv  of  Municipal  Bonds.   We  suppon  simplification  of  the 
tax  code  to  make  municipal  bonds  more  efficient.  We  urge  adoption  of  the 
changes  recommended  by  the  Anthony  Commission  on  Public  Finance  which 
included  changes  related  to  arbitrage  rebate  restrictions  and  eliminations  and 
modifications  of  a  number  of  requirements  that  would  ease  restrictions  in  a 
manner  recognizing  the  federal  concern  that  originally  motivated  their  Incltision 

7.  Encouraging  Othtr  Innovative  Funding  Mechanisms  at  the  State  and  Local 
Levels.  States  and  localities  have  experimented  with  numerous  other  funding 
mechanisms.  We  support  increasing  federal  research  and  information 
dissemination  to  assist  states  and  localities  to  put  together  the  most  appropriate 
funding  packages  to  finance  their  infrastructure  facilities. 

To  assist  the  Congress  to  more  rationally  account  for  the  cost  of  physical  infrastructun , 
we  support  the  establishment  of  a  long-term,  multi-year  capital  budget  that  would 
establish  an  infrastructure  investment  account  within  the  unified  budget.   In  additjoo,  ife 
support  increased  federal  funds  over  the  next  four  years  to  permit  state  and  local 
governments  to  do  comprehensive  Infrastructure  planning  as  an  essential  component  o  f 
their  overall  development  plans  covering  needs  and  opportunities  for  the  next  twenty^^  ve 
years.  Finally,  we  support  an  increase  in  the  amount  of  federal  funds  and  resources, 
including  federal  laboratories,  committed  to  Infrastructure  education,  research, 
development,  and  technology  to  foster  innovation  and  increased  productivity  in  the 
design,  materials,  construction,  maintenance  and  operation  of  the  nation's  public  work 
infrastructure. 

The  New  York  Building  Congress  also  submits  the  following  additional  recommendati  m 
for  your  consideration: 

1.         To  Increase  from  $20  to  $35  Billion  of  Federal  Dollars  Each  Year  For  t  le 


Next  Four  Years  In  the  Rebuild  America  Fund.  The  additional  funds 
would  be  used  for  those  types  projects  outlined  in  the  expanded  definition 
of  infrastructure  such  as  schools,  parks,  hospitals  and  cultural  institution . 

m.      SUMMARY 

The  time  has  arrived  for  this  nation  to  make  an  unqualified  commitment  to  rebuildini 
our  infrastructure.  This  commitment  includes  the  provision  of  a  financial  investment  I  liat 
will  result  in  two  distinct  achievements:  1)  the  creation  of  new  jobs,  and  2)  a  rtntwtt 
competitiveness  in  a  global  economy. 
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The  physical  reconstruction  of  the  U.S.  can  also  provide  another  critical  benefit  to  owl 
nation  -  it  can  provide  the  base  with  which  to  deal  with  the  deep  social  and  economic  pis 
of  Urban  America. 

A  commitmeni  to  Rebuilding  America  can  provide  business  opponunities  to  minority  ^ 
women  owned  businesses,  employment  opportunities  in  the  construction  trades  for 
tninoriiies  and  women  and  re-employment  opportunities  to  the  thousands  of  individuajs 
cunently  unemployed  in  the  building  trades. 

In  previous  years,  the  manufacturing  industry  provided  an  entrance  point  for  many  to  Ate 
traditional  middle-class  life  and  pursuit  of  the  American  Dream.  Those  doors  are  nw ' 
closed  for  two  basic  reasons.  First,  our  nation's  jobs  have  shifted  from  high  paying  to 
low-paying  industries.  As  can  be  seen  from  the  table  below,  88%  of  the  jobs  created  n 
the  1980's  were  in  retail  trade  and  services,  two  industries  of  the  service  providing  seqor 
that  pay  bclow-averagc  wages.* 
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TABLE  1:  The  Shift  of  Employment  from  High>Was«  to  Low.Wage  Industries 


Industry 


Employment 

(in  thousands) 
1979  1991 


Change 


1991 

■veitfe 
Share  of        weekly 
job  growth     earnings 


Mining 
Construction 
Manufacturing 
Durable  Goods 
Nondurable 
Transportation  & 

public  utilities 
Wholesale  trade 
Retail  trade 
Finance, 
Instirance  &  Real 

Estate 
Services 
Total  private 


958 
4,463 

21,040 
12,730 
8,310 

5,136 
5,221 
14,972 


4,975 
17,112 
73,876 


697 
4,696 
18,426 
10,556 
7,870 

5,84 

6,072 

19,346 


6,708 
28,779 
90,548 


•261 

223 

•2,614 

-2,174 

-440 

688 

851 

^.374 


1,733 
11,667 
16,672 


-1.6 

1.4 
-15.7 
-13.0 

-2.6 

4.1 
5.1 
26.3 


S631 
534 
455 
483 
420 

512 
429 
200 


10.4  373 

70.0  333 

100  $355 


Source:  VS.  Bureau  of  Labor  Statistics 


The  construction  industry  ranks  second  in  the  1991  average  weekly  earnings  in  the 
industries  outUned  above.  A  national  investment  in  rebuilding  infrastructure  our  can 
provide  the  opportunity  to  become  a  real  part  of  the  American  Dream. 

Second,  between  1982  and  1987,  the  biggest  manufacturing  jobs  losses  occurred  in  Urb^n 
America.  i      j 

Urban  America  has  emerged  as  centers  for  high-skills  employment.  Too  many  worken 
remaim'ng  in  today's  inner  cities  lack  the  qualifications  demanded  by  the  growing  high- 
skilled,  high-performance  marketplace.  AJod  too  many  workers  in  the  inner  cities  lack 
the  opportunity  to  pursue  traditional  blue-collar  jobs  that  can  provide  them  with  the 
hope  of  pursubig  and  participating  in  the  American  Dream. 
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TABLE  2: 


Changes  in  Manufacturing  Empioymeot,  Cight  Cities  and  the  United  Stata^ 
1982-87 


Change 
(id  thousands) 


Percent 


Buffalo 

Chicago 

Detroit 

Newarlc 

Qeveland 

Philadelphia 

Pittsburgh 

United  States 


-2.0 
-56.4 
-3.5 
-7.5 
•16.9 
-29.1 
-21.5 
243.0 


-5.4 
.20.4 

•3.3 
-21.9 
-18.3 
•23.3 
-41.1 
1.3 


Source:  U.  S.  Bureau  of  the  Census:  Census  of  Manufacturers,  1982  ar.d  1987 

When  added  to  the  need  to  create  job,  and  increase  our  national  competitiveness,  the 
opportunities  to  hnlc  these  goals  to  provide  real  opportunities  for  Urban  America 
become  too  compelling  to  ignore. 

For  a  nation  that  has  invested  some  $500  billion  in  bailing  out  the  savings  and  loan 
industry,  can  we  accept  anything  less  than  the  same  level  of  commitment  in  order  to 
invest  in  ourselves? 

We  in  New  York  have  what  we  consider  national  models  for  integrating  a  Rebuild 
America  Strategy  with  a  Renewed  Urban  Agenda.  The  Port  Authority  of  New  York  at 
New  Jersey  has  created  a  unique  public/private  partnership  to  create  new  business 
opportunities  for  minority  and  women-owned  business.  Very  shortly,  a  historic 
Memorandum  Of  Understanding  will  be  signed  between  the  Building  and  Construction 
Trades  Council  of  Greater  New  York,  NYC  Board  of  Education  and  NYC  School 
Construction  Authority  which  will  link  increased  apprenticeship  opportunities  and 
vocational  training  for  minorities  and  women  with  the  rebuilding  of  our  city's  public 
ichool  infrastructure.  Wc  would  welcome  the  opportunity  to  share  with  you  these 
particular  initiatives. 

Id  conclusion,  the  New  York  Building  Congress  strongly  urges  President-elect  Bill  QinK  m 
to  move  forward  aggressively  in  a  campaign  to  Rebuild  America  based  upon  the 
recommendations  included  here.  We  have  very  little  choice  —there  is  nothing  more  at 
stake  than  our  future. 


10 


108 


New  York  , 

Building  Congress,  Inc. 


CONSTRUCTION  REALITY  FROM  1987  TO  1992 

NEW  YORK  CITY  HAS  LOST 

*  32.000  DIRECT  CONSTRUCTION  JOBS 

*  1,600  DESIGN  PROFESSIONAL  JOBS 

*  $1.5  BILLION  IN  CONSTRUCTION  WAGES 

*  $607  MILLION  IN  CITY  TAXES 


*  OVER  10%  OF  CONSTRUCTION  UNION  MEMBERS  HAVE  LOST  TH^ 
HEALTH  CARE  COVERAGE 


IN  NEW  YORK  STATE 


*  ONE  OF  EVERY  SIX  PEOPLE  COLLECTING  UNEMPLOYMENT 
INSURANCE  TODAY  IS  A  CONSTRUCTION  WORKER 
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BUS  AND  HEAVY  RAIL  ARE  THE  MODES 
WITH  THE  LARGEST  FUNDING  NEEDS 


Funding  needs  by  mode  are  reported  on  Table  5.  Heavy  rail  is  the  mode  with  the 
greatest  requiremenu,  with  ftinding  needs  of  $27.7  billion  between  1992  and  1997.  Heavy 
rail  needs  include  S9.6  billion  or  35%  for  new  starts  and  S8J  billion  or  30%  for  facility 
modernization. 

Bus  needs  of  $26.1  billion  are  slightly  less  than  those  for  heavy  rail.  The  largest  bus 
needs  are  S12.4  billion  or  48%  for  new  vehicles  and  $5.6  billion  or  22%  for  new 
maintenance  and  other  types  of  facilities. 

Needs  for  other  modes  Include  $16.3  billion  for  light  rail  and  $17.8  billion  for  commuter 
rail.  Over  83%  or  $13.5  billion  of  the  light  funding  requirement  is  for  new  starts.  For 
commuter  rail,  the  largest  funding  need  is  for  facility  modernization  which  will  require  S5.9 
billion  or  33%  of  commuter  rail  capital  funding  during  the  six>year  period. 


TABLE  5:  CAPITAL  NEEDS  BY  VEHICLE  MODE,  1992  •  1997 
MILLIONS  OF  DOLLARS 


Mode  of  Service 

Millions  of  Dollars 
1992  -  1997 

Motor  Bus/Van 

$  26.100 

Heavy  Rail 

27,700 

Light  Rail 

16,300 

Commuter  Rail 

17,800 

Other  Modes 

2.900 

1   Total  Six-Year  Needs 

$  90.800 

Ill 


CAPITAL  FUNDING  SHOULD 
BE  INCREASED  FOURFOLD 


These  estimates  of  transit  capital  needs  are  statements  of  the  fkinds  tliat  transit  systems 
require  to  fulfill  their  transportation  role.  Unfortunately,  they  are  not  necessarily  a 
statement  of  what  transit  systems  wall  receive  or  be  able  to  spend.  These  amounts  are 
several  times  ^eater  than  current  capital  funding  levels.  Unless  government  agencies  at  all 
levels,  but  especially  the  Federal  Govenunent,  make  a  conunitment  to  improving  America's 
transit  infrastructure,  these  needs  will  remain  unfulfilled. 

From  1985  through  1990,  capital  funding  averaged  $3.6  billion  per  year  fi-om  federal 
appropriations  and  state  and  local  matching  funds.  Funds  raised  entirely  at  the  state  and 
local  level  are  not  included  in  this  average.  This  level  of  funding  must  be  raised 
approximately  fourfold  in  order  to  fund  average  annual  transit  capital  needs  of  S15.1  billion 
from  1992  through  1997. 
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Committee  on  Public  Works  and  Transportation 

U.S.  House  of  Representatives 

Subcommittee  on  Economic  Development 

Hearings  on  "Investment  in  America's  Infrastructure:  Short  and  Long-Term  Strategies" 

January  15,  1993 


Statement  of  Robert  Eisner 
Northwestern  University 
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Statement  of  Robert  Eisner* 

Mr.  Chairman  and  Members  of  the  Committee: 

"The  Economy,  Stupid!"  That  was  the  central  issue  of  the  campaign  that  brings  Bill 
Clinton  to  the  White  House.  In  responding,  the  American  people  voted  for  jobs  now  and  for  a 
more  prosperous  future.  To  realize  both  goals  we  need  more  investment,  public  and  private. 
physical  and  human. 

Some  say  that  we  cannot  act  now  to  realize  those  goals  because  of  the  budget  deficit.  That 
assertion  simply  makes  no  sense.  A  large  part  of  the  deficit  is  accountable  directly  to  our  slow 
economy  and  high  unemployment.  The  CBO  indeed  estimates  that  each  percentage  point  of 
unemployment  adds,  in  the  short  term,  S50  billion  to  the  deficit,  with  the  amount  growing  over 
time  as  additional  deficit  adds  more  to  debt  and  future  interest  payments. 

If  unemployment  in  1993  were  merely  back  at  its  levels  of  the  beginning  of  the  Bush 
Administration,  the  deficit  would  be  $100  billion  less  and  by  1996  it  would  be  some  $130  billion 
less.  Vimially  all  of  the  Clinton-Gore  commitment  to  deficit  reduction  could  be  realized  by  that 
minimal  reduction  in  unemployment.  Achieving  the  four  percent  rate  that  has  long  been  our 
target,  or  a  three  percent  rate  such  as  during  the  Vietnam  war.  could  bring  an  even  greater 
reduction  in  the  deficit  along  with  further  increases  in  productive  public  investment  to  raise  our 
future  standard  of  living  and  that  of  our  children  and  grandchildren. 

One  may  well  argue  that  a  responsible  deficit  target,  similar  to  responsible  targets  for 
private  business  and  households,  is  that  debt  over  the  long  run  grow  no  faster  than  income.  In 
periods  of  recession  it  may  and  almost  certainly  should  grow  faster.  If  there  is  need  for  major 
investment  it  may  grow  faster.  It  is  instructive  to  note  what  this  criterion  implies  for  our  current 
situation,  as  shown  below: 

Deficit  with  Constant  Debt-to-GDP  Ratio, 
?roJ«ce«d  Deficit  and  Deficit  with  Tvo  Percentage  Points  Less  Uneaiploymene 


Debt 
$3, 000b 

CDP 

1992  (estimated) 

56 

.000b 

7%  Growth 

?lOb 

— 

420b 

1993 

S3, 210b 

36 

,420b 

Increase  In  Debt  - 

$210b 

Deflclc 

Latast  0MB  projected  1993  deficit:  S327  billion 

ProJ»ct«d  deflclc  with  2  percentage 

points  less  unemploywent:  $227  billion 


*William  R.  Reoan  Pfofwsor  of  Econoreics.  Northwettem  University  ud  past  president  of  (be  Amehcta 
Ecooomic  Association. 
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In  December  of  1991  before  the  House  Ways  and  Meanj  Committee  and  again,  in  March 
1992,  in  testimony  before  this  Committee,  I  criticized  sharply  reluctance  to  move  to  stimulate 
the  economy.  I  said  last  March: 

We  are  new  again  offered  scattered  signs  of  some  recovery.  Federal  Reserve 
Chairman  Alan  Greenspan  sees  glimmerings  of  light.  But  the  national  overall 
unemployment  rate  rose  another  notch  in  January,  to  7.3  percent,  its  highest  level 
in  more  than  six  years. . . 

Michael  Bosldn,  the  distinguished  outgoing  chairman  of  President  Bush's  Council  of 
Economic  Advisors,  now  states,  according  to  the  New  York  Times  (January  13)  that  "he  had 
wanted  to  take  more  aggressive  steps  to  spur  the  economy's  recovery  from  recession..."  The 
Times  adds,  "Until  today,  it  had  not  been  so  clear  that  the  Chairman  by  late  1991  was  actively 
urging  greater  stimulus  for  the  lagging  economy,  though  with  little  effect."  The  Times  further 
quotes  Mr.  Boskin  as  indicating  that  President  Bush  "made  a  'courageous'  decision  to  ride  out 
the  rough  period"  without  "more  aggressive"  stimulus  measures.  It  adds,  "'It  was  a  close  call, 
economically,'  Mr.  Boskin  said,  indicating  that  he  thought  an  extra  boost  might  turn  out  to  have 
been  unnecessary  but  would  have  posed  little  risk  and  thus  'perhaps  the  political  outcome  would 
have  been  different.'" 

I  joined  with  a  number  of  distinguished  economists  at  the  economic  conference  in  Little 
Rock  last  month  in  support  of  a  significant  stimulus  package  now.  I  hope  this  advice  will  have 
more  effect  than  did  Mr.  Boston's.  If  the  Congress  and  the  Clinton  Administration  fail  to  put 
through  an  adequate  program  to  restore  jobs  and  prosperity  to  the  American  economy,  the 
political  outcome  may  prove,  from  their  viewpoint,  equally  unfortunate.  More  fundamentally, 
the  outcome  for  the  American  people  will  be  dismal. 

Our  latest  figures  on  national  unemployment,  for  December  1992,  again  put  the  rate  at 
7.3  percent.  Again  we  see  scattered  signs  of  recovery  but  no  basis  for  anticipating  that  the 
economy  by  itself  will  show  any  significant  reduction  in  unemployment.  Indeed  the  0MB' s 
newest,  just  released  deficit  projections  are  based  on  the  "Blue  Chip"  private  forecasters' 
anticipations  of  an  unemployment  rate  averaging  7.2  percent  for  all  of  calendar  1993! 

To  allow  current  unemployment  rates  to  persist  is  not  only  cruel  to  those  who  suffer 
directly.  It  entails  a  colossal  loss  to  the  nation.  Our  GDP  is  running  some  S400  a  year  below 
normal.  We  are  losing  $100  billion  a  year  of  gross  private  domestic  investment.  We  are  losing 
countless  billions  mon  in  public  investment  as  states  and  localities  across  the  country,  strapped 
for  funds  in  a  recession  that  caps  years  of  increased  burdens  as  a  consequence  of  Federal  actions, 
are  forced  to  curtail  even  necessary  seivices. 

■  In  a  sutement  to  the  House  Ways  and  Means  Committee  in  December  1991,  which  1 
repeated  before  this  Committee  last  March.  I  recommended,  in  the  way  of  immediate  action: 
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Release  and  appropriate  government  funds  as  quickly  as  possible  for  repair  and 
construction  of  roads  and  bridges,  airports  and  sewage  systems,  education,  health 
care,  research,  crinne  fighting  and  reconstruction  of  our  decaying  cities.  A  massive 
program  of  public  investment  would  be  the  surest  way  out  of  the  current  recession 
and  would  at  the  same  time  add  to  our  future  welfare. 

That  recommendation,  I  believe,  remains  very  much  m  order.  With  a  new  Congress  and  a  new 
Administration,  I  would  hope  that  it  can  be  acted  upon  promptly. 


As  an  anti-recession  device,  increased  public  works  spending,  unlike  general  tax  cuts  and 
some  other  measures  proposed  to  stimulate  the  economy  by  bringing  about  more  private 
spending,  can  be  focussed  directly  on  urget.  If  more  funds  are  given  to  desperate  states  and 
localities  to  finance  more  public  works  spending  --  or  more  spending  for  police  or  for  teachers 
to  finance  a  longer  school  year  --  ;t  is  relatively  simple  to  see  to  it  that  it  does  result  in  more 
spending,  more  output  of  goods  and  services,  and  more  jobs. 

While  wasteful  spending  should,  as  far  as  possible  be  avoided  --  and  proclivities  to  pork 
resisted  --  newly  released  0MB  tables  indicate  the  magnitude  of  productive  spending  that  might 
be  undertaken.  We  leam,  for  example,  that  projected  Federal  expenditures  for  roadways  and 
bridges  are  $17.6  billion  in  1993  and  $17.7  billion  in  1994,  reported  in  0MB,  Budget  Baselines. 
HistoricalPata,  and  Altematives  for  the  F.umrfi^January_19_$3.  Table  C-4,  page  5 10.  On  the  next 
page  we  leam  that  the  "Annual  cost  to  maintain  overall  1989  conditions  on  highways  eligible  for 
Federal  aid"  had  been  put  at  $31.2  billion  1989  dollars  and  for  bridges  the  cost  was  set  at  $4.2 
billion  1989  dollars.  These  total  some  twice  the  actual  projected  spending.  In  current  dollars  the 
requirements  would  clearly  be  more.  And  that  is  just  to  maintain  1989  conditions,  not  to  improve 
our  transportation  network. 

I  should  like  now,  though,  to  set  fonh  a  comprehensive  stimulus  package,  drawing  upon 
recommendations  I  conveyed  to  President  Clinton  and  members  of  his  economic  team  as  a 
follow-up  to  the  Little  Rock  conference.  It  includes  considerably  more  than  public  infrastructure 
investment,  which  is,  however,  an  important  component  of  the  package. 


A  Prognun  for  Jobs,  Investment  in  the  Future  and  Long-Term  Deficit  Reduction 

1.  Put  into  place  immediately  a  potent  short-run  stimulus  package  to  move  the  economy 
as  rapidly  as  possible  to  reasonably  full  employment.  Properly  formulated,  this  package  will  not 
increase  the  current  deficit  much  and  will  contribute  to  long-run  growth  objectives. 

A.  Increase  Federally  financed  physical  infrastructure  spending,  over  and  above 
long-run  plans,  by  $20  billion  per  year  over  the  next  two  years.  This  is  the  most 
direct  method  of  job  creation  for  the  immediate  future.  It  can  be  extended  for 
future  years  if  continued  stimulus  seems  warranted  and  additional  infrastructure 
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needs  persist.  A  variety  of  estimates  indicate  that  infrastructure  spending 
contributes  significantly  to  productivity  and  more  indeed,  at  the  margin,  than 
private  tangible  investment. 


private  tangible  investment. 


B.  Enact  a  temporary,  major,  incremental  investment  tax  credit  to  expire  at  the 
end  of  calendar  1993.  This  might  be  as  much  as  30  percent  of  expenditures  in 
excess  of  1992  investment.  By  making  it  that  large  but  restricting  its  application 
to  increases  in  investment  and  giving  it  a  proximate  expiration  date,  it  will  offer 
a  maximum  "bang  for  the  buck."  I  estimate  that  it  would  have  a  gross  cost  of 
about  S22  billion  but  the  resultant  direct  increases  to  investment  and  income  plus 
the  multiplier  effects  would  increase  tax  revenues  and  reduce  unemployment 
benefits  so  much  that  the  net  effect  on  the  deficit  would  be  zero. 

C.  Offer  a  temporary,  1993  tax  credit  or  subsidy  of  $15,000  for  purchase  of 
newly  constructed  dwelling  units  (not  existing  homes).  This  would  have  a  gross 
cost  of  $15  billion  but  again  the  net  budgetary  cost  should  be  zero. 

D.  Reinstitute  an  expanded  version  of  the  old  "New  Jobs  Credit,"  to  subsidize 
firms  that  increase  their  employment  by  hiring  those  unemployed  or  on  welfare. 
This  would  be  a  permanent  measure  and  would  have  a  net  budgetary  cost  of  $5 
billion  a  year  or  less,  depending  on  how  many  people  arc  taken  off  unemployment 
and  welfare  rolls. 

The  increase  in  the  short-run  deficit  from  these  measures  would  total  no  more  than  $25 
billion  and  might  well  be  considerably  less  if  the  economy,  in  response,  recovers  briskly. 
And  they  would  in  large  part  be  self-expiring,  not  adding  to  the  long-term  deficit  and 
even,  to  the  extent  they  contribute  to  future  incomes,  reducing  it.  They  would  also  all  be 
consistent  with  long-term  objectives  of  investing  for  future  growth. 

2.  To  restore  confidence  that  the  Federal  government  will  have  a  responsible  long-run 
fiscal  policy,  legislate  now  the  following  budget  commitment  that  will  guarantee  that  the  Clinton- 
Gore  targets  of  long-run  deficit  reduction  will  be  met  without  obstructing  the  path  to  economic 
recovery  and  the  g^  of  insuring  that  successive  generations  of  Americans  live  better  than  their 
predecessors. 

A.  Commit,  as  a  matter  of  policy  and  credibility,  to  the  original  Clinton-Gore 
"moderate  growth"  projections  of  overall  Federal  deficits  of  $174  billion  in  1995 
and  $141  billion  in  1996,  but  adjusted  for  the  new  increases  in  deficit  projections 
by  the  0MB.  Since  the  deficit  was  originally  forecast  by  the  CBO  to  be  $212 
billion  in  1995,  and  $193  billion  in  1996,  the  original  Clinton-Gore  projections 
implied  additional  reductions  of  $38  billion  in  1995  and  $52  billion  in  1996. 
Deficit  targets  should  thus  entail  figures  this  much  below  the  new  0MB  "Mid- 
growth"  projections  of  $265  billion  and  $241  billion  for  those  years.  That  means 
adjusted  targets  of  $227  billion  and  $189  billion  for  1995  and  1996,  respectively. 
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This  entaili  keeping  the  debt-GDP  ratio  from  rising  and  in  fact  (unnecessarily  in 
my  view)  initiating  a  gradual  decline  in  that  ratio.  On  the  basis  of  0MB 
projections  of  a  debt  held  by  the  public  in  1995  of  S3.591  billion  1992  dollars  or 
some  $3,886  billion  in  current  dollars,  a  1996  deficit  of  $272  billion  would  be 
consistent  with  a  constant  debt-income  ratio  if  GDP  were  growing  at  7  percent. 
For  6  percent  growth,  the  constant-debt-ratio  deficit  would  be  $233  billion. 

B.  Put  forth,  along  with  the  conventional  budget,  separate  current  expenditure  and 
capital  budgets  to  be  used  as  tools  to  implementing  a  policy  whereby  future 
federal  budgets  are  balanced  in  their  current  accounts  while  net  investment  is 
raised  significantly,  subject  to  maintaining  a  non-increasing  ratio  of  debt  to  GDP. 

C.  Make  clear  that  the  long-run  projections  will  be  met  for  structural  deficits  by 
the  economically  most  efficient  combination  of  health  care  reform,  defense 
expenditure  reductions,  and  other  government  economies  but  that,  as  a  guarantee 
that  the  commitments  will  be  met,  the  following  simple,  conditional,  revenue 
increases  will  be  enacted  now  to  be  become  effective  beginning  with  the  1995 
fiscal  year. 

For  every  $5  billion  that  the  1995  and  1996  fiscal  year  deficits  are,  as  of 
the  beginning  of  the  fiscal  year,  anticipated  to  be  over  their  targets,  there 
will  be  a  one  percent  surcharge  levied  on  all  income  taxes  during  the 
corresponding  calendar  year,  if  and  only  if: 

(1)  Unemployment,  measured  as  the  average  of  the  previous  three  months' 
labor  force  reports,  is  below  5  percent: 

(2)  Inflation,  as  measured  by  the  average  of  the  previous  three  months' 
Consumer  Price  Indices,  is  over  5  percent; 

(3)  Additional  expenditure  reductions  or  other  revenue  enhancements  are 
not  put  in  place  to  insure  that  the  deficit  targets  are  met. 

This  conditional  tax  surcharge,  it  is  hoped  and  anticipated,  will  never  come  into  effect. 
It  would  be  simple  though  to  legislate  now  to  guarantee  to  financial  markets  and  political  forces 
that  deficit  targets  will  be  met  if  it  proves  economically  desirable  to  mset  them,  essentially  if 
the  stimulus- supported  recovery  is  going  so  far  that  non-trivial  inflation  due  to  an  overheated 
economy  is  developing.  The  tax  increase  should  not  and  would  not  come  into  effect  as  long  as 
unemployment  indicates  excess  capacity.  It  will  also  not  come  into  effect  if  there  is  no  indication 
of  inflation  due  to  excess  demand,  which  would,  as  the  Fed  consequently  tightens  the  money 
supply,  lead  to  crowding  out  of  investment.  And  it  would  not  come  into  play  under  these 
circumstances  if  the  Congress  and  the  Administration  can  agree  on  other  measures  to  reduce  the 
deficit. 
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There  is  nothing  sacrosanct  about  the  particular  numbers  indicating  trigger  points.  It  is 
important,  though,  not  to  institute  deflationary  action  that  would  slow  the  economy  unul 
unemployment  is  reduced  to  at  least  a  minimally  acceptable  level.  As  I  indicated  in  my  remarks 
at  the  economic  conference  in  Little  Rock  in  December,  the  6.5  percent  rate  suggested  in  some 
quarters  should  not  be  viewed  as  acceptable.  Unemployment  was  below  5'/^  percent  for  each  of 
the  years  from  1988  to  1990,  with  no  acceleration  of  inflation.  The  new  Congress,  working  with 
the  Clinton-Gore  Administration,  should  certainly  aim  to  match  and  improve  on  that.  A  good 
target,  in  my  own  opinion,  would  be  4  percent  and.  I  might  point  out  again,  unemployment 
hovered  around  3  percent  at  the  height  of  the  Vietnam  War. 

The  fundamental  point  in  all  of  this  is  that  we  stay  focussed  on  fundamental  goals:  jobs, 
investment  in  people,  and  providing  for  a  progressively  more  productive  and  prosperous  nation. 
Fiscal  responsibility  is  important;  but  misguided,  premature  or  excessive  efforts  at  deficit 
reduction  must  not  be  allowed  to  block  the  attainment  of  those  goals.  Deficit  reduction,  no 
matter  how  many  times  the  contrary  is  asserted,  should  simply  qqi  be  our  first  priority.  Jobs  and 
investment  in  people  and  the  underpinnings  of  a  growing  prosperous  economy  are. 

Reducing  our  absurdly  mismeasured  budget  deficits  should  noi  be  on  the  current  agenda 
and,  beyond  the  reductions  that  will  come  from  a  more  prosperous  economy,  very  probably  not 
on  our  Aiture  agenda  either.  Wasteful  public  expenditures  of  all  kinds  should  be  avoided.  But  our 
economy  has  for  years  been  starved  by  a  lack  of  productive  public  goods.  And  a  growing 
economy  should  have  more  public  investment,  not  less.  It  is  past  time  to  challenge  demagogic, 
know-nothing  attacks  and  restraints  on  "government  spending,"  regardless  of  its  nature  or 
function. 


119 


Economic  Policy  Institute 


Kill  Mi    !~Li.M'  A\l  \l  (•    \\\    •  -1   III    :    ;  •  'X   \~l;!\i.|'. '\ 


STRATEGY  FOR  PUBLIC  INVESTMENT-LED  GROWTH 


STATEMENT  OF  JEFF  FAUX.  PRESIDENT 

ECONOMIC  POLICY  INSTITUTE 

BEFORE  THE  PUBLIC  WORKS  AND  TRANSPORTATION  COMMITTEE 

U.S.  HOUSE  OF  REPRESENTATIVES 


JANUARY  15.  1993 


120 

TESTIMONY  OF  JEFF  FAUX 
SUMMARY 


1.  EVEN  THOUGH  THE  RECESSION  OFFICIALLY  ENDED  NEARLY 
TWO  YEARS  AGO,  THE  CONTINUING  STAGNATION  OF  THE  U.S. 
ECONOMY  SUGGESTS  YEARS  OF  SLOW  GROWTH  AND  HIGH 
UNEMPLOYMENT. 

2.  STIMULATING  PUBLIC  AND  PRIVATE  INVESTMENT  IS 
ESSENTIAL  FOR  RAISING  THE  GROWTH  RATE  IN  BOTH  THE 
SHORT  AND  LONG  TERM. 

3.  THE  ONLY  SERIOUS  STRATEGY  AVAILABLE  IS  FOR  THE 
FEDERAL  GOVERNMENT  TO  INVEST  IN  HUMAN  AND  PHYSICAL 
CAPITAL  NOW. 

4.  EXPANDING  PUBLIC  CAPITAL  INVESTMENT  WILL  INCREASE 
PRIVATE  CAPITAL  INVESTMENT  BY  MAKING  IT  MORE 
PRODUCTIVE  AND  PROFITABLE. 

5.  EXPANDING  PUBLIC  CAPITAL  INVESTMENT  WILL  ALSO 
PROVIDE  A  MORE  EFFECTIVE  SHORT-TERM  STIMULUS  THAN 
WOULD  TAX  CUTS,  THEREBY  RAISING  BUSINESS  SALES  AND 
GENERATING  MORE  PRIVATE  INVESTMENT. 

6.  A  MINIMUM  OF  $60  BILLION  PER  YEAR  IN  NEW  FEDERALLY 
FINANCED  PUBLIC  INVESTMENT  IS  NEEDED  OVER  THE  NEXT  5 
YEARS.   EVEN  THIS  AMOUNT  WOULD  NOT  CLOSE  THE 
INVESTMENT  GAP  BETWEEN  THE  U.S.  AND  ITS 
INTERNATIONAL  COMPETITORS. 

7.  THIS  NEW  INVESTMENT  CANNOT  BE  FINANCED  WITH  THE 
PEACE  DIVIDEND  ALONE.   BECAUSE  THE  ECONOMY  IS 
OPERATING  SO  FAR  BELOW  CAPACITY,  BORROWING  FOR 
INVESTMENT  IS  JUSTIFIED  NOW.  TAXES  SHOULD  BE  RAISED 
WHEN  WE  GET  CLOSER  TO  FULL  EMPLOYMENT. 

8.  AN  INVESTMENT  STRATEGY  WOULD  NOT  BE  INFLATIONARY, 
NOR  ARE  THERE  ECONOMIC  GROUNDS  FOR  EXPECTING  THAT 
IT  WOULD  "SPOOK"  CAPITAL  MARKETS. 

9.  FAILURE  TO  EXPAND  PUBLIC  INVESTMENT  NOW  WILL 
INEVITABLY  LEAD  TO  LOWER  FUTURE  LIVING  STANDARDS. 
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TE^IMONY   OF  JEFF  FAUX 

I .   The  Economic  Outlook 

The  recent  announcement  that  the  economics  profession  considers  the 
economy  to  have  been  out  of  the  recession  for  almost  two  years  is  not  good  news. 
It  destroys  the  hope  that  a  natural  cyclical  recovery  will  bring  us  back  to  full 
capacity  operation  of  the  economy.  For  three  years  now  we  have  been  assured 
by  the  conventional  wisdom  that  there  was  no  need  to  stimulate  the  economy 
because  by  the  time  any  stimulus  worked  its  way  through  the  system  we  would 
have  recovered  from  the  recession  already.  According  to  this  view,  the  high 
unemployment  rate  was  a  "short-term"  cyclical  problem  that  would  soon  go 
away.  The  out-going  President  of  the  United  States,  in  effect,  bet  his  Presidency 
on  that  proposition,  and,  of  course,  lost.  If  George  Bush  had  listened  to  those 
of  us  who  were  advocating  a  stimulus  two  years  ago,  he  might  well  have  been  re- 
elected. 

We  now  know  that  there  is  no  neat  separation  between  the  short  term  and 
the  long  term.  These  are  quite  arbitrary  definitions.  In  real  world  terms, 
continued  slow  growth  is  costing  us  production,  employment  and  investment, 
now  and  in  the  future. 

Thus,  if  the  National  Bureau  of  Economic  Research  is  right  in  its  definition 
of  when  the  recession  ended,  we  are  now  in  the  long  term.  And  unlike  what  we 
have  been  promised,  the  long  term  is  not  a  place  where  full  employment  has 
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been  restored.    It  is  not  a  place  where  the  economy  is  operating  at  full  capacity 
and  thus  where  we  can  make  deficit  reduction  our  number  one  priority. 

Unfortunately,  on  our  present  course,  the  outlook  for  reviving  growth  is 
not  good.  Some  forecasters  think  we  could  be  heading  for  a  further  slowdown 
in  1993-94.  possibly  the  third  dip  of  what  will  turn  out  to  be  a  triple-dip 
recession.  Although  retail  sales  have  strengthened,  it  is  clear  that  we  are  not  out 
of  the  woods  yet.  Much  of  the  recent  spurt  of  growth  has  been  fueled  by 
elements  that  are  problematic  -  total  government  deficits  widened  in  the  third 
quarter  and  consumer  spending  ran  ahead  of  consumer  incomes  and  job 
creation,  a  situation  that  cannot  be  sustained.  This  half-hearted  recovery  is  yet 
to  be  trusted.  That  test  will  come  in  this  quarter,  when  millions  of  households 
who  normally  depend  on  a  tax  refund  during  this  time  of  year  will  be 
disappointed  and  the  effect  of  recessions  overseas  will  continue  to  depress 
exports. 

But  even  the  optimists  are  predicting  that  growth  throughout  the  rest  of 
the  '90s  will  be  considerably  below  that  of  the  1980s,  even  assuming  no 
recession  over  the  next  eight  years.  The  latest  consensus  forecasts  predict  that 
the  unemployment  rate  will  remain  over  six  percent  until  1996  and  that  by  1998 
we  will  still  not  have  gotten  the  unemployment  rate  down  to  where  it  was  in 
1990! 

No  one  knows  the  future  of  course,  but  all  the  evidence  suggests  that 
growth  will  be  slow  and  that  the  unemployment  rate  will  be  stubbornly  high  for 


123 


t±ie  next  several  years.  Moreover,  given  the  poor  record  of  the  consensus  forecast 
over  the  last  several  years,  it  would  be  dangerous  and  foolish  to  assume  that  the 
CBO,  OMB  or  anyone  else's  baseline  projection  represents  a  reliable  guide  to  the 
future.  It  is  a  question  of  weighing  risks.  And  in  my  view,  the  risks  of  not 
administering  an  economic  stimulus  are  much  greater  than  any  threat  of 
overstimulation.  Moreover,  a  stimulus  at  this  point  represents  important 
Insurance  against  another  unanticipated  sag  in  the  economy.  This  of  course  is 
the  greatest  danger;  another  setback  to  economic  growth  would  certainly  do  long 
term  damage  to  both  consumer  and  business  confidence. 

Specifically,  I  recommend  a  stimulus  package  similar  to  the  one  proposed 
last  Spring  by  100  economists  led  by  Nobel- Prize  winners  Robert  Solow  and 
James  Tobin.  It  called  for  roughly  $50  billion  in  new  public  investment  spending 
and  another  roughly  $10  billion  in  an  investment  tax  credit.  1  would  recommend 
that  the  tax  credit  be  temporary  in  order  to  create  maximum  incentives  for 
accelerating  private  spending  for  new  plant  and  equipment.  The  condition  of  our 
public  physical  and  human  infrastructure  suggests  that  we  continue  this  rough 
level  of  new  public  investment  for  the  rest  of  the  decade.  But  once  full 
employment  Is  reached,  we  should  pay  for  it  on  a  pay-as-you-go  basis  with 
spending  cuts  and  higher  taxes. 

The  table  at  the  end  of  this  testimony  shows  how  the  economic  impact  of 
an  investment-led  scenario  compares  to  the  impact  of  an  economic  strategy  that 
gives  first  priority  to  deficit  reduction  ("austerity")  and  one  that  continues  our 
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current  trajectory  ("middle-through").  At  the  end  of  four  years,  an  investment-led 
strategy  generates  $150  billion  more  in  public  capital  investment  and  $64  billion 
in  private  capital  investment  than  the  next  best  scenario  ("muddle-through"). 
CumulaUve  GDP  comes  to  $234  billion  more,  generating  about  a  million  more 
new  jobs  per  year.  And  by  1996.  the  deficit  would  be  $278  bUlion.  as  opposed  to 
$316  billion  for  the  "muddle-through"  scenario.  Over  eight  years,  the 
performance  of  the  investment-led  growth  path  is  superior  in  every  category. 
Among  other  things,  it  results  in  approximately  $1  trillion  more  investment  than 
would  otherwise  be  the  case. 

2.  The  Importance  of  Investment 

Economists  and  historians  may  disagree  over  the  specific  causes  of  our 
growth  slowdown.  But  there  is  virtual  consensus  among  observers  of  all  political 
and  philosophic  persuasions  that  raising  the  rate  of  public  and  private 
investment  is  essential  for  reaching  and  maintaining  higher  rates  of  economic 
growth. 

Investment  in  plant  and  equipment  is  necessary  to  provide  workers  with 
the  tools  required  to  produce  high  quality  goods  efficiently.  Investment  in  people 
is  necessary  to  provide  them  with  the  skills  needed  to  make  effective  use  of  new 
technologies.  Investment  in  transportation,  communication,  and  environmental 
infrastructure  is  necessary  for  the  smooth  and  safe  working  together  of  the 
millions  of  enterprises  that  make  up  the  U.S.  economy.  Today.  America  is 
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considerably  behind  its  major  industrial  rivals  in  the  share  of  its  economy  being 
reinvested  in  both  public  and  private  sectors.  America's  private  capital  stock  is 
aging,  its  closed  factories  are  not  being  replaced,  its  public  sector  is 
deteriorating.  In  effect,  we  have  been  living  off  of  the  capital  Investments  made 
in  earlier  postwar  years  by  an  earlier  generation.  There  is  obviously  a  limit  to 
how  long  one  can  sustain  this  behavior,  and  it  is  increasingly  apparent  that  we 
are  reaching  that  limit. 

In  a  modem  economy,  the  shape  of  a  society  is  determined  by  the  level  and 
pattern  of  its  investment.   We  can  see  our  fate  in  these  large  Investment  gaps. 

3.  The  Private  Investment  Gap 

On  our  present  path,  there  is  little  possibility  that  the  U.S.  will  close  the 
private  investment  gap  with  our  major  rivals  in  the  foreseeable  future.  Indeed, 
during  the  first  five  years  of  the  1990s  U.S.  business  investment  in 
nonresidential  plant  and  equipment  is  projected  to  grow  significantly  more  slowly 
than  the  rate  of  the  1980s,  which  had  slowed  down  from  the  1970s,  which  had 
in  turn  slowed  down  from  the  1960s. 

Proposals  claiming  to  spur  private  investment  by  providing  marginal  tax 
cuts  on  business  income  cannot  hope  to  induce  the  kind  of  massive  investment 
the  nation  needs  to  reinvigorate  its  industrial  base.  Differential  tax  rates  can 
influence  the  choice  among  investments,  but  there  is  no  evidence  that  under  the 
sorts  of  conditions  that  presently  exist  in  the  U.S.  economy,  such  tax  change  will 
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result  in  a  rise  in  overall  investment.  The  obstacle  to  raising  the  rate  of  private 
investment  Is  not  the  tax  rate. 

Nor  Is  the  obstacle  the  cost  of  capital.  Since  the  mid-1980s,  capital  costs 
have  been  cut  in  half  for  U.S.  businesses  emd  there  is  now  virtually  no  difference 
between  the  cost  of  capital  in  Japan  and  the  U.S.  Still,  the  growth  rate  of  U.S. 
business  Investment  has  been  falling  for  four  years.  Most  capital  spending 
projections  conclude  that  business  Investment  as  a  share  of  GDP  in  1994  w4ll 
remain  below  where  It  was  in  1990. 

Nor,  at  this  point,  is  the  major  obstacle  to  private  investment  the  low  U.S. 
savings  rate.  Under  conditjons  of  less  than  full  employment.  Investment  is  not 
primarily  driven  by  the  savings  rate,  but  by  expectations  of  profit  from  expanding 
sales,  which  are  a  function  of  overall  growth.  Moreover,  without  the  prospect  of 
rising  sales,  capital  is  often  diverted  into  asset  speculation  rather  than  into 
productive  plant  and  equipment.  This  occurred  in  the  1980s  when  the  corporate 
sector  borrowed  $1.3  trillion  to  invest"  in  leverage  buyouts.  Junk  bonds,  and 
other  forms  of  paper  entrepreneurship  which  left  them  weakened  by  a  huge  debt 
burden  with  no  increase  in  productivity  to  show  for  it. 

This  is  not  to  deny  that  higher  savings  would  not  be  an  important  long- 
term  factor  in  accommodating  higher  levels  of  investment  once  the  economy  is 
operating  close  to  full  capacity.  But  today,  with  the  economy  running  roughly 
$300  billion  below  capacity,  savings  is  riot  the  problem. 
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Husmoss  peoplo  mvest  lor  two  fiindanu'ntal  reasons;  1)  when  thoy  t-xpoit 
that  tho  market  for  their  product  will  expand,  or  2)  when  they  see  oppiM  tuntties 
to  increase  the  elllelency  of  production.  The  reason  why  there  will  not  be 
sufficient  private  investment  in  the  l'  S  economy  in  the  short  nm  is  that  the 
markets  for  Ameiican  maiie  ^oods  are  not  expandinjl  fast  enon>ih  rhe  reason 
why  there  will  not  be  sufficient  private  investnient  in  the  lonjj  r\in  is  that  the  rate 
of  technological  progress  and  innovation  is  below  that  of  our  competitors. 

Rixising  the  rate  of  private  Investment  will  therefore  retiutie  a 
comprehensive  stratei^'  alineil  at  both  the  demand  and  the  supply  side  -  in  the 
short  run,  tienerattntf  ctistonuMS  and  in  the  loni|i  nm  improving  our  ability  to 
make  better  prodvicts  more  efTlclentlv. 

The  immediate  question  is  this:  what  can  we  do  to  stimulate  (he  econonn 
in  the  short  run  that  will  also  help  solve  our  loni|«er  term  stmctviral  problem.s.' 

Tlie  most  sensible  an.swer  is  a  multi-year  expansion  of  public  inwstment 
in  human  capital,  infrastructure,  and  civilian  technolok^-  be>ilnntni;  nmv 
Increased  public  investment  Is  not  the  only  .mswei  to  our  eci>nomli'  m.il.uiie.s 
In  the  short  term,  we  need  to  continue  stimulative  nuM\etaiT  policy.  In  (he 
longer  tenn.  Industrial,  traile  and  tax  policies  neeil  to  be  improved  Hut  uiulei 
current  clrcumstatices.  reversing  the  decline  in  the  rate  ot  public  Investment  is 
the  single  most  important  step  we  can  take  toward  restoring  America's  economir 
health       including  raising  the  rate  of  private  investment. 
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4.   Public  Investment:  Long  Run  Benefits 

Today,  the  rate  of  public  investment  in  both  physical  and  human  capital 
is  clearly  inadequate.  Between  1950  and  1970,  the  civilian  public  physical 
capital  stock  grew  at  an  annual  rate  of  four  percent.  Since  1970  it  has  averaged 
1.6  percent,  reflecting  substantially  lower  rates  of  growth  at  federal,  state,  and 
local  government  levels.  Again,  while  the  U.S.  was  cutting  back  on  its  public 
capital  investment,  our  major  competitors  have  been  increasing  theirs  at  a 
higher  rate.  Japan,  for  example,  invested  5.1  percent  of  its  GNP  in  public 
physical  infrastructure  between  1973  and  1985,  while  the  corresponding  figure 
for  the  U.S.  was  0.3  percent. 

Research  has  shown  a  strong  association  between  productivity  and 
infrastructure  investment  among  the  group  of  seven  advanced  industrial 
countries.  In  the  U.S..  recent  reseeirch  suggests  that  each  additloncd  dollar  of 
public  infrastructure  investment  raises  private  investment  by  45  cents.  If.  since 
1970,  the  U.S.  had  maintained  the  1950s  and  1960s  share  of  GNP  for  core 
infrastructure  (roads,  bridges,  airports,  water  and  sewer  systems,  etc.). 
productivity  growth  would  have  been  50  percent  higher;  the  average  profit  rate 
would  have  been  22  percent  higher;  and  the  rate  of  private  Investment  would 
have  increased  by  19  percent. 

The  list  of  the  returns  offered  by  investment  in  both  physical  and  human 
infrastructure  is  long  and  the  evidence  is  clear.   Statisticians  may  quibble  with 
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t±ie  precise  estimates,  but  we  know  the  relationship  between  public  investment 

and  long-term  growth  is  positive  and  strong. 

In  1989.  the  Economic  Policy  Institute  sponsored  a  public  statement 

signed  by  over  325  economists.  Including  six  Nobel  Prize  winners.   It  described 

a  growing  Public  Investment  Deficit  that  "will  have  a  crippling  effect  on  Americas 

future  competitiveness."  According  to  the  economists: 

Just  as  business  must  continually  reinvest  in  order  to  prosper,  so 
must  a  nation.  Higher  productivity  —  the  key  to  higher  living 
standards  --  is  a  function  of  public,  as  well  as  private,  investment. 
If  America  is  to  succeed  in  an  increasingly  competitive  world,  we 
must  expand  efforts  to  equip  our  children  with  better  education  and 
our  workers  with  more  advanced  skills.  We  must  assure  that 
disadvantaged  children  arrive  at  school  age  healthy  and  alert.  We 
must  prevent  drug  abuse  and  dropping  out  among  teen-agers.  We 
must  fix  our  bridges  and  expand  our  airports.  We  must  accelerate 
the  diffusion  of  technology  to  small  and  medium  sized  business. 

Since  then  the  situation  has  gotten  worse. 

Federal  spending  for  domestic  investment  programs  has  been  in  a  sharp 
decline  for  a  dozen  years.  Projections  based  on  the  current  budget  agreement 
suggest  continuing  decline  in  these  areas.  The  definition  of  investment  used  is 
narrow:  it  does  not  include  spending  on  health,  housing,  environmental  cleanup, 
and  other  areas  of  social  need  which  also  add  to  the  nation's  economic  strength. 

States  and  localities  have  not  been  able  to  pick  up  the  slack.  Education 
spending  by  states  rose  somewhat  during  the  1980s,  but  not  enough  to 
compensate  for  the  federal  cutbacks.  Moreover,  the  increased  state  and  local 
spending  seems  to  have  been  less  targeted  on  the  disadvantaged,  whose  needs 
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for  resources  are  greatest.  At  any  rate,  the  U.S.  ended  the  decade  spending 
proportionally  less  on  grades  K-12  than  its  major  international  competitors. 
State  and  local  spending  for  infrastructure  actually  declined  over  the  period,  and 
there  was  virtually  no  effort  to  raise  state  and  local  spending  for  trciining  and 
civilian  R&D,  which  have  traditionally  been  federal  functions. 

A  survey  by  EPI  of  sector-by-sector  needs  in  1991  (see  "Increasing  Public 
Investment".  Jeff  Faux  and  Todd  Schafer.  EPI.  1991)  concluded  that  it  would 
take  a  minimum  of  over  $60  billion  additional  spending  per  year  Just  to  keep 
basic  human  and  physical  infrastructure  from  deteriorating  further.  A  more 
determined  program  to  repair  the  damage  from  a  decade  of  neglect  and  to  begin 
closing  the  public  investment  gap  between  ourselves  and  our  trading  partners 
would  cost  $125  billion  annually  --  roughly  double  our  present  spending  level. 
Welcome  increases  in  a  vEiriety  of  investment  areas  (e.g..  last  year's  Highway  Bill) 
since  the  survey  was  conducted  have  reduced  the  investment  gap  only  slightly. 

These  numbers  may  well  be  conservative.  Economist  Robert  Heilbroner 
points  out  that  a  quadrupling  of  public  investment  would  be  required  to  put  the 
U.S.  on  a  par  with  the  performance  of  Germany  and  Japan.  This  would  roughly 
equal  the  share  of  GivfP  devoted  to  such  investment  in  the  1950s. 

Any  long-term  public  investment  program  should  not  concentrate  on 
investment  projects  of  the  past.  In  fact,  the  point  of  an  Investment  strategy  is 
to  support  the  economy  of  the  future.  Thus,  a  transportation  infrastructure 
program  should  be  aimed  at  the  technology  of  the  21st  century,  such  as  high 


10 


131 


speed  rciil  transportation,  electric  cars,  automated  highways,  vertical  lift  aircraft, 
etc.  Not  only  would  this  provide  the  nation  with  a  more  efficient  way  of  moving 
people  and  merchandise,  it  would  generate  enormous  private  investment 
opportunities  to  develop  technologically  advanced  American  firms  who  can 
compete  in  world  markets. 

5.   Public  Investment:   Short  Run  Benefits 

Like  a  recession,  the  current  economic  stagnation  is  sin  ideal  time  to  begin 
a  public  sector  reinvestment  program.  A  fiscal  stimulus  Is  obviously  needed  to 
return  the  economy  to  the  rate  of  capacity  utilization  roughly  measured  by  an 
"official"  unemployment  rate  of  five  percent  that  existed  before  the  economy 
slowed  down  in  1989.  The  overhang  of  debt  and  the  financial  disarray  caused 
by  the  policies  of  the  last  two  administrations  have  rendered  monetary  policy  too 
weak  to  stimulate  a  healthy  recovery  by  itself  The  past  two  years  have  proven 
that.  Neither  can  we  expect  an  export-boom  to  create  the  number  of  new  jobs 
needed. 

More  money  must  be  spent  somewhere  in  order  for  the  economy  to  recover 
in  any  acceptable  way.  Consumers  aren't  spending  because  their  Incomes  are 
stagnant,  they  fear  for  their  Jobs  and  they  are  deep  in  debt.  Business  isn't 
investing  because  consumers  aren't  spending.  Foreigners  aren't  clamoring  to 
buy  our  goods;  indeed,  when  consumer  bujong  recovers  our  trade  balance  will 
worsen.  Financially  strapped  state  and  local  governments  are  cutting  spending 
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and  raising  taxes.  This  leaves  tiie  federal  government  as  the  only  potential 
source  of  significant  new  spending. 

Last  year,  100  prominent  economists  called  for  a  strong  fiscal  stimulus  to 
the  economy  as  the  only  way  of  avoiding  short-  and  long-term  malaise.  The 
inability  of  the  anemic  recovery  to  lower  the  unemployment  rate  significantly 
since  then  has  underscored  their  point.  As  recommended  by  the  economists, 
based  on  the  average  stimulus  provided  in  previous  post-war  recessions,  the 
present  situation  justifies  an  increase  in  spending  of  $60  billion,  which  is  equal 
to  roughly  one  percent  of  GDP. 

As  a  macroeconomic  stimulus.  Increasing  public  spending  is  superior  to 
cutting  taxes  for  either  business  or  middle  class  consumers.  Cuts  in  capital 
gains  taxes,  for  example,  will  not  have  much  of  an  energizing  effect  when 
demand  is  weak.  In  today's  economy,  firms  are  not  generally  inspired  to  invest 
because  of  changes  in  tax  rates,  but  when  they  see  customers  —  either  business 
customers  or  consumers  —  coming  in  the  door  to  buy  their  goods  or  services. 

Neither  are  middle  class  tax  cuts  the  best  way  to  restlmulate  immediate 
demand.  Although  most  of  a  permanent  tax  cut  will  be  spent  in  the  long  run. 
the  evidence  is  strong  that  in  the  first  year  of  either  a  permanent  or  temporary 
tax  cut,  most  of  the  increase  in  disposable  Income  (the  economic  models  we  work 
with  suggest  about  65  percent)  would  be  used  to  pay  off  debts  or  saved,  and 
therefore  not  enter  the  spending  stream.  Thus,  the  stimulant  is  muted  when  it 
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is  most  needed.  Moreover,  a  substantial  share  of  the  Induced  spending  that  does 
occur  would  be  siphoned  off  in  the  purchase  of  imports. 

Compared  with  tax  cuts,  increased  public  domestic  spending  --  primarily 
through  some  form  of  emergency  revenue-sharing  for  state  and  local 
governments  --  would  provide  a  faster,  more  potent  stimulant.  It  would  directly 
reemploy  more  people  now  out  of  work  --  not  just  In  the  public  sector  but  in 
hard-hit  sectors  such  as  construction  as  well.  It  would  also  have  the  added 
effect  of  helping  out  financially  crippled  states  and  localities.  Because  public 
domestic  spending  works  more  powerfuUv  on  the  economy.  It  would  require  a 
smaller  increase  in  the  deficit  to  achieve  a  given  sUmulus  than  would  a  tax  cut. 

The  conventional  objecUon  to  public  spending  as  an  anti-cyclical  measure 
is  that  it  takes  too  much  Ume  for  the  actual  spending  to  materialize  (projects 
must  be  designed,  contracts  awarded,  etc.).  But  today  state  and  local 
governments  have  substanUal  numbers  of  ready-to-go  projects  that  have  been 
put  on  hold  because  of  the  recession-induced  decline  In  tax  receipts 
(construction  projects  abandoned,  schools  and  training  centers  shut  down, 
infrastructure  repairs  planned  but  not  completed).  The  fiscal  squeeze  has  left 
states  and  cities  with  a  capacity  to  absorb  and  disburse  funds  quickly. 

A  middle  class  tax  cut  Is  certainly  justified  on  fairness  grounds,  given  the 
upward  redistribution  of  income' and  wealth  that  occurred  In  the  1980s.  But 
choices  must  be  made.  And  It  is  important  to  understand  that  the  fundamental 
income  problems  of  this  nation's  working  people  are  not  rooted  In  tax  policy.  For 
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example,  only  one-sixth  of  the  1977-90  redistribution  of  income  from  the  bottom 
80  percent  of  families  to  the  top  20  percent  was  the  result  of  tax  changes.  The 
bulk  of  the  problem  of  declining  real  wages  and  stagnant  incomes  lies  in  the  fact 
that  the  economy  is  creating  lower  paying  jobs.  This  in  turn  is  a  function  of  the 
slowdown  in  our  productivity  and  the  decline  in  our  competitiveness.  We  cannot 
solve  these  more  deep-seated  problems  without  increasing  investment  in  both 
the  public  and  private  sector.  Likewise,  a  shift  in  business  taxes,  to  encourage 
a  better  allocation  of  capital  toward  longer  term  productive  investment  and  to 
discourage  short-term  horizons,  makes  sense.  But  this  too  should  more  properly 
be  done  on  a  revenue-neutral  or  better  yet,  a  revenue-generating  basis. 

6.   A  Public  Investment  Strategy  for  Growth 

Within  the  framework  of  the  current  budget  agreement,  the  nation  is 
positioned  to  suffer  a  widening  of  the  public  investment  gap  -  which  Inevitably 
means  a  further  deterioration  in  competitiveness  and  living  standards. 

Over  a  five  year  period,  raising  annual  public  investment  to  the  minimum 
$60  billion  required  to  keep  us  from  falling  further  behind  will  cost  roughly  $325 
billion  in  current  budget  authority. 

Many  have  assumed  that  the  peace  dividend  from  cutbacks  in  military- 
spending  could  be  available  to  pay  for  much  of  it.  Indeed,  I  have  suggested  in 
the  past  that  it  would  make  sense  for  the  peace  dividend  to  be  dedicated  as  a 
public  investment  fund,  which  could  be  borrowed  against  now  when  the 
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stimulus  is  needed  and  paid  back  in  the  out-years  when  the  bulk  of  any  peace 
dividend  would  be  realized.  In  any  case,  additional  funds  will  be  needed,  as  the 
mid-range  of  peace  dividend  proposals  in  the  Congress  seems  to  be  roughly  $  1 50 
billion  in  budget  authority  over  five  years.  (See  for  example,  proposals  by 
Senators  Sarbanes.  Sasser  and  Kennedy).  More  dramatic  military  cuts, 
however,  like  those  proposed  by  Brookings'  scholar  John  Steinbruner  or  new 
House  Armed  Services  Committee  Chairman  Ron  Dellums.  would  produce 
roughly  the  savings  necessary  to  finance  a  serious  investment  program. 

Undoubtedly,  some  savings  can  be  made  by  cutting  other  domestic 
spending.  But  domestic  discretionary  spending  has  been  sliced  thin,  and  after 
almost  12  years  of  conservative  government,  there  are  not  very  many  cuttable 
programs  that  would  yield  large  savings.  In  terms  of  entitlements,  the  biggest 
program,  social  security,  already  pays  for  itself  and  has  the  support  of  the 
overwhelming  majority  of  Americans.  Medicare  Eind  Medicaid  are  part  of  the 
problem  of  the  overall  health  care  system  which  must  be  completely  overhauled 
just  to  prevent  costs  from  further  draining  the  public  treasury. 

Thus,  we  must  face  the  brutal  fact  that  if  we  want  to  increase  Investment 
in  the  U.S.  economy,  funds  will  have  to  be  borrowed  or  taxed  --  or  both. 

Borrowing  for  capital  investment  --  either  directly  or  through  government 
guarantees  —  is  as  sensible  for  governments  as  it  is  for  business  or  individuals. 
States,  localities,  and  other  nations  typically  operate  with  capital  budgets  which 
are  separated  out  from  operating  budgets. 
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Although  the  U.S.  government  lacks  a  capital  budget,  it  certainly  could 
apply  capital  budget  principles  to  the  spending  choices  that  it  faces  over  the  next 
few  years.  Sensible  rules  of  both  accounting  and  economics  would  suggest  that 
the  government  should  borrow  for  its  investment  programs  in  a  time  like  the 
present  when  unemployment  is  high  and  the  economy  needs  a  net  stimulus. 
But  as  the  economy  moves  toward  full  capacity  and  inflationary  pressures 
develop,  more  of  the  investment  budget  should  be  supported  by  taxes. 

As  suggested,  raising  taxes  is  not  appropriate  when  the  economy  is 
suffering  from  weak  demand,  as  it  is  now.  But  over  the  long  run,  higher  taxes 
will  be  needed  to  support  a  sustained  public  investment  program.  Moreover,  the 
U.S.  as  a  whole  is  undertaxed.  If  the  U.S.  tax  share  were  equal  to  the  average 
share  of  OECD  nations,  we  would  be  raising  more  than  $400  billion  in  additional 
federal,  state,  and  local  government  of  that  revenues.  Under  current 
proportions.  60  percent  would  be  federal. 

The  solution  to  both  the  problem  of  financing  and  the  need  for  a  fiscal 
stimulus  is  for  the  federal  government  to  borrow  for  a  public  investment  agenda 
in  the  short  run  (roughly  the  next  two  years)  and,  as  the  economy  picks  up 
speed  and  begins  to  move  toward  full  capacity,  shift  to  tax  based  financing. 

New  outlays  would  begin  at  the  rate  of  $60  billion  a  year  --  roughly  the 
minimum  needed  to  keep  the  nation  from  adding  to  its  investment  gap.  This  is 
also  approximately  the  average  fiscal  stimulus  ( 1  percent  of  GNP)  provided  by  the 
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federal  government  in  the  last  six  recessions.  This  would  imply  an  outlay  of 
about  $30  billion  in  the  remainder  of  fiscal  year  1993. 

In  order  to  accommodate  the  urgency  for  stimulus  now.  the  initial  $30 
billion  would  be  spent  in  the  form  of  emergency  general  revenue-sharing  to 
replace  the  fiscal  drag  resulting  from  state  and  local  cutbacks  and  tax  increases. 
To  avoid  bureaucratic  slowdown,  there  should  be  minimal  restrictions  of  how  the 
money  could  be  spent.  There  is  some  risk  that  not  all  the  money  would  be  spent 
and  not  all  that  is  spent  would  go  for  investment- type  programs.  But  from  what 
we  know  of  the  inventory  of  needs  at  the  state  and  local  level  we  can  have  some 
confidence  that  the  bulk  of  the  spending  would  go  to  bring  back  teachers  to 
school,  reopen  training  centers,  and  complete  transportation  and  other  public 
works  projects  that  would  raise  the  nation's  longer  term  productivity  and 
competitiveness.  Even  if  there  is  "leakage"  to  other  programs,  the  spending 
would  still  counteract  the  current  contractionary  actions  of  the  states  and 
localities. 

The  investment  budget  for  Fiscal  1994  and  thereafter  would  be  more 
restricted  and  targeted  by  Congress  and  the  Administration  to  assure  that  it  is 
being  spent  for  investment  purposes.  Requirements  for  local  contributions 
would  be  strengthened. 

The  stimulus  to  spending  would  quicken  economic  growth  beyond  that 
now  projected  by  CBO  and  other  forecasters.  As  the  unemployment  rate  dropped 
and  industry  began  to  approach  capacity,  it  would  then  be  appropriate  to 
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steadily  raise  tax  revenues  that  would  be  dedicated  to  the  investment  spending. 
We  would  also  expect  that  tax  revenues  would  increase  as  a  consequence  of 
economic  growth.  This  additlongd  revenue  could  be  used  for  investment  or  to 
begin  to  reduce  the  deficit  in  the  outyears. 

7.   Expected  Outcomes 

There  are  three  primary  alternatives  for  approaching  the  economy  of  the 
1990s.  The  first,  labeled  Muddle-Through,  is  a  stay-the-course  and  hope  for  the 
best  approach.  It  assumes  that  tinkering  is  undertaken  only  on  the  margin.  The 
second,  labeled  Austerity,  is  a  Perot-style  assault  on  the  deficit  that  calls  for  belt- 
tightening  as  a  necessary  precursor  to  growth.  The  third,  called  Investment,  is 
the  strategy  essentially  outlined  in  this  testimony. 

The  economic  outcomes  offered  by  these  alternatives  differ  dramatically. 
Muddle-Through  offers  a  decade  of  continued  economic  malaise  as  outlined  in 
OMB's  Baseline  Estimates  document:  sluggish  growth  rates,  high 
unemployment,  and  a  continued  federal  deficit  problem. 

Austerity,  by  contrast,  offers  deficit  reduction,  but  at  a  high  price:  an 
economy  that  is  growing  at  less  than  two  percent  a  year  and  an  unemployment 
rate  over  six  percent  throughout  the  decade.  These  economic  costs  conspire 
against  the  deficit-cutting  goal,  keeping  revenues  down  and  entitlement  spending 
up.  In  fact,  the  deficit  would  never  dip  below  about  two  percent  of  GDP,  and 
would  begin  growing  again  at  the  end  of  the  decade. 


18 


139 


The  best  results  are  offered  by  the  Investment  alternative.  By  the  end  of 
the  decade,  this  option  offers  an  economy  5%  to  7%  larger  than  the  alternatives. 
In  the  meantime,  the  unemployment  rate  would  be  sustainably  below  six  percent 
by  1994  with  little  inflation  in  sight.  Interestingly,  this  option  offers  the  greatest 
hope  for  long-term  deficit  reduction  as  well,  thanks  to  the  higher  real  growth 
rate. 

8.   Possible  Oblections  --  and  Answers 

A.  Won't  this  be  inflationary  and  therefore  "spook"  capital  markets? 

There  is  no  current  inflationary  threat  to  the  economy.  We  are  currently 
operating  at  roughly  $300  billion  below  capacity.  An  injection  of  $60  billion  into 
the  spending  stream  should  have  no  more  inflationary  effect  than  if  consumers 
decided  themselves  to  spend  an  equivalent  amount  —  which  Wall  St.  would 
surely  welcome.  In  fact,  as  Indicated  above,  government  spending  will  be  less 
inflationary  because  it  will  tend  to  directly  reemploy  the  unemployed  rather  than 
simply  increasing  the  after-tax  income  of  those  who  are  already  earning  a 
paycheck.  Moreover,  over  the  longer  run.  public  investments  add  to  supply 
capacity  which  helps  resist  inflation. 

The  presumed  effect  of  a  higher  deficit  on  financial  markets  is  primarily 
a  guess  as  to  what  the  Federal  Reserve  will  do.  Since  the  Fed  has  consistently 
overcompensated  for  inflation  fears  by  keeping  interest  rates  high,  and  has 
signaled  that  it  will  raise  interest  rates  as  soon  as  the  economy  strengthens  a 
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little,  market  anxieties  are  understandable.  But  these  anxieties  are  as  much,  or 
more,  a  forecast  of  Federal  Reserve  interest  rate  policies  as  they  are  of  future 
levels  of  inflation.  If  economic  policy  is  paralyzed  because  Congress  and  the 
President  are  afraid  that  the  Fed  will  cut  off  growth  with  higher  rates,  then  the 
answer  is  not  to  delay  the  growth  stimulus,  it  is  for  both  Congress  and  the  White 
House  to  have  a  heart-to-heart  talk  with  Alan  Greenspan. 

B.  Why  not  wait  until  the  budget  deficit  is  eliminated  before  we  increase 
public  investment? 

Based  on  recent  projections  of  the  Office  of  Management  and  Budget,  the 
deficit  will  still  be  nearly  5  percent  of  GDP  by  the  turn  of  the  century.  The  notion 
that  we  must  first  eliminate  the  federal  deficit  (or,  as  some  would  have  it,  wait 
for  a  budget  surplus)  before  expanding  public  investment  thus  condemns  us  to 
continued  disinvestment  in  the  public  sector  for  the  rest  of  the  decade.  The 
result  will  be  further  erosion  in  living  standards  and  competitiveness. 

The  economics  of  this  policy  are  perverse.  We  are  told  that  public 
investment  must  wait  for  deficit  reduction  because  of  the  need  to  expand 
national  savings,  which  at  some  unspecified  time  in  the  future  the  private  sector 
will  use  for  investment.  But  public  investment  is  as  crucial  to  the  economy  as 
is  private  Investment.  Moreover,  unless  we  increase  public  Investment,  it  is 
unlikely  that  our  hopes  for  private  investment  will  be  realized,  no  matter  what 
happens  to  the  deficit. 

C.  Won't  this  "crowd  out   private  investment? 
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Fears  that  at  some  vaguely  defined  time  in  the  future  private  Investment 
will  be  "crowded  out'  by  a  relatively  small  increment  to  the  national  debt  have 
little  basis  in  economic  analysis.  Indeed,  recent  history  shows  little  evidence  of 
any  crowding  out  effect.  For  example,  interest  rates  have  declined  substantially 
over  the  past  two  yesirs  in  spite  of  consistent  increases  in  the  federal  deficit.  The 
future  will  be  determined  by  what  we  invest  today.  Given  our  current  and 
projected  inadequate  levels  of  growth,  it  is  absurd  to  continue  to  deny  the 
economy  the  investment  for  which  it  is  starved  on  the  grounds  that  at  some 
future  time  we  may  have  too  much  investment  demand. 
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CITY  OF  BOSTON  •  MASSACHUSETTS 


OFHCt  OF  THE  MAYOR 
RAyMO^fDL.FLYNN 


TESTIMONY   OP   BOSTON   MAYOR  RAYMOND  L.    FLYMM 

PAST   PRESIDENT 

UNITED   STATES   CONFERENCE  OF  MAYORS 

TO  THE 

BOOSE  COMMITTEE  ON  PUBLIC  tfORKS 

MASHINGTON,  D.C. 

JANUARY  15,  1993 


SINCE  THE  NOVEMBER  ELECTION,  THERE  HAVE  BEEN  IX)ZENS  OF 
STORIES  IN  THE  MEDIA  ABOUT  THE  SO-CALLED  "END"  OF  THE  RECESSION 
AND  THE  PRIORITY  OF  LOWERING  THE  FEDERAL  BUDGET  DEFICIT.   MOST 
OF  THESE  STORIES  ALSO  EITHER  DIRECTLY  CRITICIZE  PRESIDENT-ELECT 
CLINTON'S  "REBUILD  AMERICA"  PLAN  TO  INVEST  IN  OUR 
INFRASTRUCTURE  OR  URGE  HIM  TO  SCALE  THIS  PROGRAM  BACK 
DRAMATICALLY . 

AS  A  MATTER  OF  FACT,  THESE  STORIES  SOUND  VERY  SIMILAR  TO 
WHAT  MR.  DARMAN  WAS  TELLING  CONGRESS  AT  THIS  TIME  A  YEAR  AGO  — 
THAT  THE  WORST  WAS  OVER  AND  NO  ECONOMIC  STIMULUS  WAS  NECESSARY 
TO  RESCUE  THE  AMERICAN  ECONOMY  OR  THE  AMERICAN  PEOPLE  FROM  OUR 
EXTENDED  RECESSION. 

WELL,  IF  THAT'S  WHAT  YOU  WANT  TO  HEAR  TODAY,  YOU'RE  NOT 
GOING  TO  HEAR  IT  FROM  ME.   BECAUSE  I  AM  HERE  WITH  A  MESSAGE 
FROM  BOSTON'S  NEIGHBORHOODS  AND  FROM  NEIGHBORHOODS  ACROSS 
AMERICA  —  THE  NUMBER  ONE  ISSUE  IN  OUR  COUNTRY  IS  STILL  THE 
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ECONOMY;  UNEMPLOYMENT  STILL  IS  MORE  TIIAN  7  PERCENT  NATIONALLY 
AND  TOO  MANY  AMERICANS  ARE  STILL  SEEING  THEIR  JOBS  DISAPPEAR  TO 
MEXICO,  TO  ASIA,  OR  INTO  THIN  AIR. 

THEREFORE,  I  AM  PROPOSING  THAT  CONGRESS  IMMEDIATELY  MOVE 
TO  ADOPT  PRESIDENT-ELECT  CLINTON'S  "REBUILD  AMERICA"  PROPOSAL 
~  A  $20  BILLION  A  YEAR  PROGRAM  FOR  EACH  OF  THE  NEXT  FOUR  YEARS 
THAT  WILL  PUT  ONE  MILLION  AMERICANS  A  YEAR  BACK~tO  WORK  AND 
PREPARE  OUR  NATION  FOR  THE  ECONOMIC  CHALLENGES  OP  THE  COMING 
CENTURY.   AMERICA'S  MAYORS  WORKED  WITH  GOVERNOR  CLINTON  TO  PUT 
THIS  PLAN  FORWARD,  NOW,  AMERICA'S  MAYORS  ARE  READY  TO  WORK  WITH 
PRESIDENT  CLINTON,  AND  WITH  CONGRESS,  TO  TURN  UNEMPLOYMENT 
CHECKS  INTO  PAYCHECKS. 

FOR  IF  CONGRESS  CAN  AGREE  TO  A  "FAST  TRACK"  PROPOSAL  FOR 
SENDING  HALF  A  MILLION  OF  OUR  JOBS  TO  MEXICO,  THEN  CONGRESS 
SHOULD  ALSO  "FAST  TRACK"  A  PROPOSAL  TO  CREATE  A  MILLION  JOBS 
RIGHT  HERE  IN  THE  UNITED  STATES. 

WE  NEED  PRESIDENT-ELECT  CLINTON'S  "REBUILD  AMERICA" 
PROPOSAL  ~  TOO  MANY  AMERICANS  ARE  STILL  BEING  DENIED  THE 
DIGNITY  AND  THE  RESPECT  THAT  ONLY  A  JOB  CAN  BRING. 

AND  WE  MUST  NEVER  ACCEPT  OUR  CURRENT  UNEMPLOYMENT  RATE  AS 
"BUSINESS  AS  USUAL"  IN  AMERICA. 

I  CAN  REMEMBER  BACK  TO  THE  SIXTIES,  WHEN  I  WAS  GRADUATING 
PROM  COLLEGE,  AND  AN  ACCEPTABLE  RATE  OF  UNEMPLOYMENT  WAS  2  OR  3 
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PERCENT.   HAS  OUR  ECONOMY  DETERIORATED  SO  MUCH  OVER  THE  PAST 
THREE  DECADES,  THAT  WE  CAN  THROW  UP  OUR  HANDS  AND  ACCEPT  THAT 
MORE  THAN  TEN  PERCENT  OF  OUR  WORKFORCE  IS  EITHER  UNEMPLOYED, 
UNDEREMPLOYED,  OR  WORKING  TWO  OR  THREE  JOBS  TO  MAKE  ENDS  MEET? 

MR.  CHAIRMAN,  DON'T  TAKE  MY  WORD  FOR  IT  —  TAKE  YOUR 
COMMITTEE  TO  "HOMETOWN  AMERICA".   I  CAN  BRING  YOU  TO  OUR 
DIGITAL  PLANT  IN  ROXBURY,  A  350  PERSON  PROFITABLE  ENTERPRISE 
BEING  CLOSED  DOWN  BY  THAT  COMPANY  FOR  NO  APPARENT  REASON.   OR  I 
CAN  TAKE  YOU  ACROSS  THE  STREET  TO  STRIDE  RITE,  WHICH  IS  CLOSING 
ITS  FACILITIES  IN  ROXBURY  AND  NEW  BEDFORD  —  500  JOBS  ~  TO 
RELOCATE  IN  A  STATE  WITH  THE  FISCAL  MEANS  TO  OFFER  BIG  TAX 
BREAKS.   FINALLY,  I  COULD  TAKE  YOU  TO  ANY  LABOR  HALL  IN  BOSTON, 
WHERE  GOOD,  HARD  WORKING  SKILLED  AMERICANS  HAVE  BEEN  WAITING 
FOR  MONTHS  FOR  A  MESSAGE  OF  HOPE  —  AND  FOR  AN  INDICATION  THAT 
SOMEONE  IS  ON  THEIR  SIDE. 

NOW,  YOU  MAY  SAY  THAT  BOSTON  IS  PART  OF  THE  NEW  ENGLAND 
ECONOMY  THAT  WAS  PARTICULARLY  HARD  HIT  BY  THE  NATIONAL 
RECESSION.   BUT  THIS  PAST  FALL,  FOLLOWING  MY  YEAR  AS  PRESIDENT 
OF  THE  UNITED  STATES  CONFERENCE  OF  MAYORS,  I  HAD  THE  PRIVILEGE 
OF  CAMPAIGNING  IN  TWENTY  STATES  AND  ABOUT  FIFTY  CITIES  AS 
NATIONAL  CO-CHAIR  OP  THE  CLINTON-GORE  CAMPAIGN.   I  CAMPAIGNED 
IN  WEST  VIRGINIA,  MR.  CHAIRMAN,  IN  CITIES  LIKE  WEIRTON  AND 
WHEELING,  AND  WHEN  I  TALKED  ABOUT  THE  CLINTON  PLAN  TO  INVEST  IN 
OUR  NATION'S  INFRASTRUCTURE  —  PEOPLE  RESPONDED.   THE  SAME  WAS 
TRUE  IN  SCRANTON,  PENNSYLVANIA)  BUTTE.  MONTANA  AND  FLINT, 
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MICHIGAN  —  I  MET  AVERAGE  AMERICANS  IN  ECONOMIC  TURMOIL  — 
PROUD  PEOPLE  WHO  DIDN'T  WANT  WELFARE  OR  FOOD  STAMPS  —  THEY 
WANTED  WORK. 

AND  THAT  IS  WHY  I  AM  HERE  TODAY  —  NOT  FOR  SOME  MAKE  WORK 
PROGRAM  TO  PAD  GOVERNMENT  PAYROLLS,  BUT  FOR  A  PROGRAM  THAT  WILL 
REBUILD  THE  AMERICAN  ECONOMY  —  FROM  BOSTON  TO  BUTTE,  AND  FROM 
SCRANTON  AND  WHEELING  TO  THE  ECONOMICALLY  DEVASTATED  CITIES  OF 
CALIFORNIA. 

WE  ARE  CALLING  FOR  A  PROGRAM  THAT  WILL  PUT  ONE  MILLION 
AMERICANS  TO  WORK  IN  PRIVATE  SECTOR  JOBS  BY  THIS  SUMMER,  AND  WE 
ARE  CALLING  ON  CONGRESS  AND  THE  NEW  ADMINISTRATION  TO  "FAST 
TRACK"  THIS  REBUILD  AMERICA  PROPOSAL.   AMERICA'S  CITIES  ARE 
"READY  TO  GO".   NOW. 

I  WOULD  LIKE  TO  SUBMIT  FOR  THE  RECORD  A  COPY  OF  A  REPORT 
THAT  I  RECENTLY  SENT  TO  MR.  THOMAS  McLARTY,  WHO  WILL  BE  CHIEF 
OP  STAFF  IN  THE  CLINTON  WHITE  HOUSE.   THE  REPORT  IS  CALLED 
"BOSTON:  READY  TO  GO"  AND  IT  DETAILS  OUR  SHORT  TERM  STRATEGY 
FOR  PUTTING  PEOPLE  TO  WORK  BY  THIS  SUMMER,  AS  WELL  AS  OUR 
LONG-TERM  PLAN  FOR  INVESTING  IN  ECONOMIC  DEVELOPMENT,  IN  THE 
ENVIRONMENT,  AND  IN  TRANSPORTATION  STRATEGIES  THAT  WILL  BRING 
PEOPLE  TO  JOBS  AND  JOBS  TO  PEOPLE. 

THIS  REPORT  IS  OUR  CONTINUATION  OF  THE  WORK  DONE  LAST  YEAR 
BY  THE  MAYORS  CONFERENCE  TO  QUICKLY  COMPILE  INFORMATION  ON 
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"READY  TO  GO"  PROJECTS  FOR  SENATORS  JIM  SASSER  AND  PAUL 
SARBANES.   THAT  LIST  OF  OVER  7, OOP  PROJECTS  IN  504  CITIES  GAVE 
YOU  AN  INITIAL  IDEA  OF  WHAT  COULD  BE  DONE  GIVEN  A  SAMPLING  OF 
CITIES.   NOW,  ONE  YEAR  LATER,  MY  CITY  IS  ABLE  TO  GIVE  YOU  BOTH 
A  SHORT  TERM  ESTIMATE  OF  "READY  TO  GO"  PROJECTS,  AS  WELL  AS 
OUTLINE  A  LONG-TERM  ECONOMIC  INVESTMENT  PARTNERSHIP  PROPOSAL. 

WE  IN  BOSTON  HAVE  A  TOTAL  OP  $92.7  MILLION  IN 
INFRASTRUCTURE  PROJECTS  THAT  CAN  GO  FORWARD  IMMEDIATELY, 
CREATING  4,000  CONSTRUCTION  JOBS.   WE  RECOMMEND  THAT  WHILE 
CONGRESS  IS  CONSIDERING  THIS  LEGISLATION,  THAT  THE  NEW 
ADMINISTRATION  DESIGNATE  AN  AGENCY  TO  PROCESS  "READY  TO  GO" 
APPLICATIONS  IN  ANTICIPATION  OF  THIS  BILL.   IF  WE  ALL  DO  OUR 
PART  —  WITH  CONGRESS  ENACTING  LEGISLATION  BY  MARCH  1;  THE 
ADMINISTRATION  MAKING  AWARDS  BY  APRIL  1,  AND  CITIES  GOING  TO 
CONSTRUCTION  BY  JULY  —  WE'LL  HAVE  CONVINCED  THE  AMERICAN 
PEOPLE  THAT  GOVERNMENT  --  AT  EVERY  LEVEL  —  CAN  REALLY  GET 
SOMETHING  DONE. 

NOW,  THE  CLINTON  PROPOSAL,  WHICH  WAS  DERIVED  IN  GREAT  PART 
FROM  THE  MAYORS'  SEVEN  POINT  ECONOMIC  RECOVERY  PLAN.  GOES 
BEYOND  FUNDING  "READY  TO  GO"  PROJECTS.   IT  ALSO~DRAWS  FROM  THE 
$80  BILLION  PLAN  JAPAN  PUT  FORWARD  LAST  SPRING  --  TO  INVEST  IN 
HIGH  SPEED  RAIL,  ENVIRONMENTAL  TECHNOLOGIES  AND  IN  CRITICAL 
ECONOMIC  DEVELOPMENT  PROJECTS.   WE  AGREE  WITH  THESE 
PRIORITIES.   IN  BOSTON,  WE  PROPOSE  TO  TRANSFORM  A  200  ACRE 
PARCEL  AT  THE  FORMER  BOSTON  STATE  HOSPITAL  INTO  AN  "ECONOMIC 
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DEVELOPMENT  ZONE"  THAT  WILL  CREATE  4,500  PERMANENT  JOBS  AND 
LEVERAGE  $190  MILLION  IN  PRIVATE  INVESTMENT.   ALTOGETHER,  WE 
PROJECT  THAT  $622  MILLION  IN  ADDITIONAL  INFRASTRUCTURE 
DEVELOPMENT  FROM  1993-1997  WILL  GENERATE  OVER  35,000  NEW 
PERMANENT  JOBS  FOR  BOSTON  AND  A  STRONG  ECONOMIC  REVIVAL  FOR  OUR 
REGION. 

AND  YOU  SHOULD  KNOW  THAT  IN  BOSTON,  WE  HAVE  DONE  OUR  PART, 
EVEN  IN  LEAN  TIMES,  TO  INVEST  IN  OUR  INFRASTRUCTURE.   WE  ARE 
IMPLEMENTING  A  ONE  BILLION  DOLLAR  CAPITAL  PLAN  THAT  FORTUNE 
MAGAZINE  CITED  WHEN  RATING  BOSTON  AS  ONE  OF  THE  TOP  CITIES  IN 
THE  COUNTRY  IN  WHICH  TO  DO  BUSINESS.   AND  ONE  OF  THE  FASTEST 
GROWING  BIOMEDICAL  FIRMS,  GENZYME,  LOCATED  ITS  WORLD 
HEADQUARTERS  IN  BOSTON  BECAUSE  OF  OUR  INFRASTRUCTURE 
COMMITMENTS. 

NOW,  WE  ALSO  PROPOSE  THAT  SOME  OF  THE  "REBUILD  AMERICA" 
FUNDING  COVER  THE  SKYROCKETING  COST  OF  ENVIRONMENTAL  MANDATES. 
YOU  ALL  REMEMBER  THE  BOSTON  HARBOR  PROJECT  FROM  THE  1988 
CAMPAIGN,  BUT  DO  YOU  ALSO  KNOW  THAT  THE  FEDERAL  COMMITMENT  TO 
CLEANING  UP  THE  HARBOR  COMPRISES  ABOUT  FIVE  PERCENT  OF  THE 
TOTAL  COST?   MOST  OF  THE  COST  IS  BORNE  BY  LOCAL  RESIDENTS  AND 
BUSINESS  —  WITH  THE  RESULT  THAT  WATER  AND  SEWER  RATES  ARE 
EXPECTED  TO  INCREASE  OVER  700  PERCENT  FROM  1985  TO  THE  YEAR 
2000  —  FROM  AN  AVERAGE  OF  $135  A  YEAR  TO  AN  ANNUAL  RATE  OF 
$1,100.   WE  HAVE  REACHED  THE  POINT  WHERE  SOME  PEOPLE  ARE  PAYING 
AS  MUCH  FOR  WATER  AND  SEWER  CHARGES  AS  THEY  ARE  FOR  PROPERTY 
TAXES. 
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AND  WE  IN  BOSTON  ARE  NOT  ALONE  —  OTHER  MAJOR  METROPOLITAN 
AREAS  FROM  NEW  VORK  AND  NEW  BEDFORD  TO  SEATTLE  AND  SAN  DIEGO 
FACE  MASSIVE  RATE  INCREASES  FOR  CLEAN  WATER  ACT  COMPLIANCE. 
MANY  MORE  COMMUNITIES  WILL  FACE  NEW  COSTS  UNDER  ADDITIONAL 
ENVIRONMENTAL  MANDATES,  SUCH  AS  THE  SAFE  DRINKING  WATER  ACT  AND 
THEY  WILL  RAISE  THEIR  RATES  ACCORDINGLY  AS  WELL. 

I  KNOW  YOU  HAVE  A  TOUGH  JOB  AHEAD  OF  YOU,  AS  YOU  ARE 
PRESSED  TO  REVIVE  THE  ECONOMY,  REDUCE  THE  DEFICIT  AND  RESTORE 
CONFIDENCE  IN  OUR  NATIONAL  GOVERNMENT  ~  ALL  ATJTHE  SAME  TIME. 
BUT  I  KNOW  THAT  AN  AMERICA  WHERE  EVERYONE  HAS  A  SHOT  AT  A 
DECENT  JOB  IS  AN  AMERICA  THAT  WON'T  HAVE  TO  SPEND  AS  MUCH  ON 
WELFARE,  OR  PRISONS,  OR  DRUG  TREATMENT,  OR  HEALTH  CARE.   MAYBE 
WE  CAN  GET  A  BETTER  HANDLE  ON  THE  GUN  VIOLENCE  THAT  PLAGUES  OUR 
CITIES,  OR  THE  DOMESTIC  VIOLENCE  THAT  HAUNTS  CITIES  AND  SUBURBS 
ALIKE. 

LADIES  AND  GENTLEMEN  —  THE  BEST  HOPE  FOR  A  STRONG  AMERICA 
SPRINGS  FROM  PRESIDENT-ELECT  CLINTON'S  REBUILD  AMERICA 
PROGRAM.   PLEASE  JOIN  AMERICA'S  MAYORS,  500  ECONOMISTS,  AND  THE 
MILLIONS  OF  AMERICANS  WHO  VOTED  FOR  ECONOMIC  CHANGE  AND  PASS 
THIS  PROPOSAL  AS  THE  FIRST  ITEM  IN  YOUR  AGENDA. 
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I.   INTRODUCTION 

Therf  is  renewed  intercut  m  Federal  programs  to  increase  spenduJg  on  Ijifrnstnicnire  m 

ihc  Unite  J  StiUes;  these  heaiings  be;u  wilne>;^  to  ihe^e  events     As  is  often  thr  case  in  nuHic 

policy,  liowever,  this  interest  may  not  be  tiiiced  to  ;t  single  source     Rather  suppon  foi 

enlianced  Federal  budget  iiUocHtions  towajd  infrastructure  draws  together  a  varietv  of 

arguments.    My  purpose  in  this  essay  is  to  reflect  on  tliree  of  the  most  prominent  postulates; 

i)  that  iiifrastiuctuic  ijivcstnieni  will  generate  laige,  pennanent  gains  in  productivity 
and  competitiveness, 

ii)  that  we  face  a  national  infiastiuciuie  ciisis  characterized  by  uniformly  decaying  and 
congested  infrastructure  fncdities.  ajul 

iii)  that  ijifrastruciuir  speiuling  is  the  ideal  tool  by  which  to  provide  short-run  stimulus 
to  the  •conomy. 

Before  beginning,  however,  ii  is  useful  to  summarize  briefly  the  conventional  standards  by 

which  polities  toward  infrastructure  are  evnluated.' 

Infiasiruciure  provision  involves  three  interrelated  issues:  what  projects  should  the 

govenunenl  undertake,  should  tlie  Fedeial,  state,  or  local  govcnunenis  have  responsibility  for 

projects,  and  how  should  projects  be  fuianced?   It  is  now  broadly  recognized  that  private, 

competitive  markets  are  not  well-suited  to  providing  certain  goods  and  services,  and  that  the 

government  may  poienlially  ijiicrvcnc  in  a  mrtnner  that  improves  the  overall  functioning  of 

Uie  economy.   A  leading  example  of  this  phenomenon  is  the  provision  of  what  economists 

refer  to  as  "public  goods."  and  many  infiasiructure  projects  have  public  goods  features. 

Public  goods  are  identified  by  the  degree  to  which  it  is  possible  to  exclude  some  individuals 

from  using  the  good  and  the  degiee  to  which  tliey  provide  shaicd  consumption  l>enefits     For 

example,  it  is  infeaslble  to  exclude  h  household  in  the  flood  plain  from  the  benefits  of  a  flood 

control  dam  once  il  is  provided.    Accordingly,  each  resident  or  firm  has  an  incentive  to  let 

olhcts  pay  for  such  a  project,  while  still  enjoying  the  benefits.   Tills  makes  it  unlikely  tliat  a 
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private  finn  fpuld  snrvivf  by  providing  floo<1  control  sen-ices     The  use  of  taxes  to  tinance 
the  pioiect  can  circumvent  the  inability  to  collect  revenues  privmely 

In  this  example,  the  benefits  are  >hared  across  ull  the  protected  households,  and  add-.nc 
a  nev^  household  docs  not  subtract  from  the  flood  control  benefits  received  by  others.    Thu^ 
ill  contrast  to  the  purchiiae  of  most  items,  it  does  not  makes  sense  to  charge  ai^y  single 
household  for  the  full  cost  of  piovidijig  ilie  seivice,  i.e.  flood  control.    Instead,  the  project 
(dam)  is  desiiable  if  the  juni  of  the  benefits  to  all  individuals  exceed  the  costs;  a  decision  that 
rcqviircs  collective  action  of  tlie  t\pe  piovided  by  governments 

Together,  these  features  suggest  genetiil  principles  for  evaluating  infrastructure 
piojccts.    A  piojeci  is  desirable  if  the  Lolleciive  benefits  exceed  the  costs  of  the  project. 
Measuiing  l)enefits  appiopriaicl>  crtii  be  very  difficult.    Infrastructure  investments  are  long- 
lived,  so  benefits  in  both  the  prcent  and  future  must  be  counted.   Infrastructure  projects 
affect  the  population  as  a  uhole.  so  l)eiienis  received  by  niany  Individuals  and  firms  must  be 
calculated  and  added  up  on  a  con^i^tent  basis    The  list  of  pitfalls  In  these  calculations  Is 
quite  long.    However,  because  no  individual,  household,  or  fum  has  an  incentive  to  accurate 
leflcct  the  net  ijnpaci  of  a  project,  there  is  no  substitute  for  carefully  done  benefit-cost 
analysis  of  each  project. 

Next,  projects  should  be  piovided  ai  the  level  of  govcnuncni  closest  to  the  affected 
population.   Tlie  vast  majority  of  benefits  from  infrastructure  projects  such  as  water  supply, 
sewers,  aiid  so  forth  accrue  (o  local  residents.   Thus,  local  govemments  are  best  positioned  to 
provide  such  projects.    Only  in  the  case  of  benefits  lo  larger  populations,  for  example  with 
huge  highways,  should  higher  levels  of  government  take  the  lead  role 

How  should  projects  be  financed?    Following  tlie  nile  for  selecting  projects,  if  each 
lioiischuld  or  firm  is  charged  according  to  the  benefits  received,  the  aggregate  revenues  wUl 
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cover  the  costs  of  providing  the  protect     This  provides  a  general  guideline   wherrver  possiN? 
taxes  and  fees  should  be  set  equal  to  benefits  received,  with  only  residual  costs  fineuiced  by 
geneial  levenues.    Combined  with  reliajice  on  local  governineiits.  the  logic  of  these  argumenf- 
suggests  that  Federal  gram  finance  should  take  a  residuid  role  wherever  possible,  and  should 
be  used  piiinaiily  to  cvinpensatc  for  the  less  efficient  tux  systems  at  the  state  and  local  level 

With  these  broad  principlcN  for  eviUuating  policy  options  in  hand.  I  turn  now  to 
examining  leceni  propositions  regarding  the  role  of  infrastructure  spending  in  Federal 
economic  policy. 

II.         THE  PRODUCTTVTTY  EFFECTS  OP  NEW  INFRASTRUCTURE  INVESTMENT 

Recent  interest  in  the  jiroductiv  ity  impact  of  public  sector  capital  stems  from  the 
iiiflucntiid  work  of  David  Aschaucr  (Asciiaiier  [1989a,  1989b]),  which  argues  that  an 
important  benefit  of  infrastructuie  projects  is  inone  pro<luciivc  workers  and  firms     In  his.  nnd 
much  of  the  subsequent  research,  the  center  of  attention  is  the  relationship  between  productive 
inputs  "  private  capital  and  labor,  public  capital  ••  and  economic  activity,  or  output.   These 
studies  summarize  this  relationship  witli  a  "production  function;"  a  statistical  relationship  of 
the  fonn: 

where  q,  is  the  logaiiilun  of  private  output,  k,  is  the  logarithm  of  private  capital  inputs,  /,  is 
the  logaiiilun  of  labor  inputs,  g,  is  the  logaiithm  of  public -sector  capital,  and  £,  is  the  residual, 
unexplained  output.   The  paraiiieicis  of  the  production  function  (P,.  p,.  p,)  tneasure  the 
contribution  of  each  of  the  inputs  to  the  productive  process     For  extimple,  if  P,  =  0,  then 
investments  in  public  capital  have  no  effect  on  output  or  productivity     Further,  by  entering 
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il\e  variables  in  logarithms,  die  3's  inay  bcs  Interpreted  as  elasticities     To  give  another 
exftinple.  if  p,  =  0.05,  a  10  percent  uicieosc  in  govei-Uincnt  capital  would  result  m  a  onc-lialf 
percent  increase  in  piivaie  uiiipui.    At  the  hean  of  the  claim  iliat    Infrastructure  spending  is 
the  key  to  faster  produciiviiy  growth  is  the  notion  that  P,  is  both  positive  and  large 

In  ciuly  snadies  of  ilic  pixxluctivity  effects  of  public  capital,  Aschauer  [1989a]  and 
MuiuicU  [1990a]  examined  aiuiual.  postwar  data  for  tJie  United  States  to  estimate  the 
paianieteis  of  sucli  a  pruductiun  function^    Tlic  results  seemingly  argue  In  favor  of 
infrastnicturc  accumulation  as  a  key  determinant  of  productivity  growth    Unfortunately,  the 
natuie  of  the  data  makes  it  impossible  to  place  much  faiih  in  the  estimates.    During  the  1950s 
and  '60s,  the  economy  fared  well  aiul.  as  a  njsult  of  programs  like  the  Interstate  highway 
system,  public  capital  grew  rapidly.   In  the  caily  1970s,  however,  productivity  growth  slowed 
dramatically.    In  the  absence  of  large  projects  and  with  the  maturation  of  the  baby-boom 
generation,  so  did  govemnietu  capital  spending.   Mechanical  application  of  statistical 
techniques  lulght  tempt  one  to  conclude  that  there  was  a  causal  relationship  running  from 
slower  public-sector  capital  growili  to  slower  productivity  growth.   More  likely,  however,  is 
the  reverse  scenario.    Deteriorating  economic  conditions  lightened  goverrtment  budgets  and 
reduced  growth  of  the  public  capital  stock    The  result  was  similar  movements  in  the  two 
series.   Indeed,  abnost  every  broad-guuged  indicator  of  economic  activity  contains  this  sharp 
break  ui  the  early  1970s,  and  the  underlying  causes  of  the  slowdown  remain  unclear. 

Searching  for  convincing  evidence,  analysis  moved  to  the  "natural  laboratories"  of  the 
US;  the  slates  and  their  governments.'  Liitially.  however,  these  studies  largely  produced 
controversy.    On  one  hand,  Munnell  [1990b]  and  Garda-Mila  and  McOulre  [fonhcoming] 
concluded  that  differences  in  the  amount  of  state  and  local  government  capital  were  an 
imponant  source  of  differences  in  states'  economic  perfonnance.   On  tlie  other  hand,  Hulten 
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wid  Schwab  [1978.  1991)  found  that  'residuM"  state  growth  -•  that  not  accounted  for  hy 
fiiouth  iii  firms'  capital  and  labor  --  could  not  be  attributed  lo  siate-locul  highways,  roads, 
sewers,  and  other  parts  of  public  capital.   Indeed,  the  residual  was  at  odds  with  regional 
patterns  of  public-sector  investment. 

In  Holiz-Eakin  (1992],  I  argue  that  tlie  apparent  contradiction  is  easily  reconcUed     In 
making  comparisons  across  states,  one  agaiji  luiis  the  risk  of  reverse  causality:  successful 
states  have  greater  resources  available  for  all  uses,  including  government  capital  outlays. 
Taken  ttt  face  value,  one  might  agalii  mistakenly  conclude:  that  greater  state  and  local 
government  capital  caused  suf>ciior  economic  peifonnance.   Thus,  statistical  techniques  used 
to  investigate  the  productivity  effects  of  infrastructure  must  be  tailored  to  avoid  this  phfall. 
The  approach  of  Huhcn  and  Schw  jb  [1991]  is  tantamount  to  using  such  a  technique. 
Moreover,  direct  application  of  tlie  cunect  itatistical  approaches  (see  below)  yields  results 
that  suggest  no  magic  from  publn.  scttoi  capital  spending  programs  in  boosting  productivity 
growth. 

To  see  the  argument  clcaily.  modify  equation  (1)  to  keep  track  of  states  (r)  and  pennit 
each  state  to  have  a  different  underlying  productive  ability  (f,).    These  differences  stem  from 
Ruch  natural  sources  as  location,  climate,  and  mineral  endowments,  as  well  as  such  inherited 
features  as  the  pattern  of  industiinlization.   The  result  is  a  slightly  modified  production 
function  that  looks  like: 

<?„  -  Por  *  P.*.,  *P:'.   *P>*f..   -f.  *^..  *'' 

Consider  now  Table  I.  which  is  drawn  from  Holtz-Eakm  [1992] '   Column  (1) 

contains  the  results  of  the  conventional  (oidmiiry  least  squares)  statistical  approach  to 

estimating  the  p's  in  equation  (1)     For  ptirposes  of  tliis  discussion,  the  key  result  is  that  the 

estimated  P.,  is  0.20.   Thus,  boosting  the  growth  of  the  public  capital  stock  by  5  percentage 
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point*  would  inrrf psf  productivity  growth  by  fl  fill  percentage  point,  a  seemmgly  large 
ijnpact.    However,  this  resvilt  is  ai\  artifact  of  using  inappropriately  sijuplc  techniques. 

The  problem  stems  from  Ignoiing  the  /,  ;    states  with  a  "big"  /,  wUl  have  more  output 
and  greater  ijicomes  (directly  from  (2)).    They  arc  also  likely  to  spend  more  on  public 
progronis.  leading  to  a  greater  g^.    (They  arc  also  likely  to  be  belter  places  to  live  and  invest, 
affecting  k„  and  l„  at  the  sainc  time  )    What  one  "sees"  is  the  positive  association  between  g^ 
and  <?„,  whicli  is  mistaket\ly  uansformcd  into  a  prescription  for  spending  on  g„  in  order  to 
raise  <?„. 

The  remainder  of  the  columnb  of  the  table  are  devoted  to  determining  how  well  this 
result  stands  up  to  closer  scruiin>  by  trying  different  means  to  circumvent  the  presence  of  the 
f,  m  equation  (2).    Column  (2)  siiows  the  results  of  focusijig  on  changes  In  both  sides  (2) 
between  1969  and  1986.   Notice  that  by  using  changes,  the/,  are  eliminated.   Tliat  is,  changes 
over  time  in  each  state  depend  only  on  the  giowth  of  inputs  und  the  parameters,  and  are 
independent  of  (unchanging)  differences  acioss  stales.   To  the  extent  that  public-sector  capital 
is  an  ijuportant  determinant  of  long-run  productivity  growth,  it  seems  reasonable  to  expect 
that  it  manifest  itself  over  a  period  of  nearly  two  decades    What  is  the  result?    Looking  at 
colunu)  (2),  the  estimate  of  the  impact  of  public  capital  (3^)  is  now  negative.    However, 
because  of  the  large  standard  error,  one  Is  best  left  with  the  conclusion  that  ^,  is  essentially 
rcio. 

Columns  (3)  tlirough  (6)  aim  prugressively  greater  extremes  of  statistical  firepower 
toward  the  goal  of  discerning  the  correct  value  for  p,    Without  belaboring  the  details,  two 
important  conclusions  emerge    First,  a  formal,  statistical  test  strongly  supports  the  presence 
ajid  importance  of  the/,  •-  states  ically  aic  different,  and  these  differences  complicate  the 
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ai)aly^i<;  of  their  economies  '    Secoml.  and  more  to  the  liejirt  of  the  debate,  the  single  best 

estimate  of  the  productivity  ijnpact  of  public  cnpitul  is  zero.  Indeed,  another  way  to  look  at 
ilic  tcitjlts  ill  this  table  is  that  there  is  oiily  one  way  to  get  the  "big  effect'  answer    Ajiy  other 
cut  at  the  data  suggests  that  any  "smokijig  gun"  in  the  death  of  productivity  growth  does  not 
lie  iii  the  hands  of  infrastructure  policy 

It  is  important  to  necognize  iliat  these  results  do  not  imply  that  the  large  stock  of 
infrastructure  in  the  Uiiiled  States  provides  no  benefits.    Instead,  the  results  say  that  a  broad- 
based  spending  program  for  additional  infrastructure  is  unlikely  to  augment  economy-wide 
productivity  growth.   Tliis  should  liaidl>  be  surprising.    On  average,  the  \J.S.  has  a  superb 
system  of  liighways  and  roads,  modem  utilities,  and  advanced  telecommunications  systems. 
The  productivity  effect  of  building,  siiy,  another  interstate  highway  system  could  hardly  be 
very  great,  and  certainly  not  wonli  the  expense. 

Further,  the  very  nature  of  the  siatisiical  analyses  is  to  treat  all  public  investments  in 
all  locations  equally.    Li  this  way.  iliey  answer  the  hypothetical  question:  "What  is  the  effect 
of  randomly  dropping  another  $1  of  infiastiuctuic.  of  any  type,  anywhere  in  the  economy?" 
For  an  infrastructure-starved  economy,  the  answei  would  be  "a  lot,"  but  this  is  hardly  the 
situation  hi  the  United  States  as  a  whole 

There  is  an  old  saying  that  theie  oie  iliree  kinds  of  lies:  lies,  damn  lies,  and  statistics 
A  skeptic  might  be  tempted  to  relegate  the  aiguincnt  thus  far  to  the  third  category  and  push 
forward  with  a  broad-based  expenditure  piogiam  aimed  at  the  US.  infrastructure.  But 
consider  the  following  upper  bound  on  the  growili  effects  of  Infrastructure.  Suppose  that 
public  capital  enters  on  a  level  playing  field  with  private  capital  In  the  aggregate  production 
process  (P,  »  (J^),  and  that  labor's  .share  in  national  income  Is  roughly  double  that  of  private 
capital  (rouglUy  in  lijie  with  the  U.S.  iiistoiic  iionn).   Pittting  these  together  implies  that 
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3,  ■  n  /O  and  (\;  a  p,  s  0  25     Stippose  further  that  the  US   devotes  ai^  additional  $?0  billion 
per  year  to  infrastructure  investment,  a  serious  coniiiiitmcnt  of  resources  to  public  cnpital 
accumulation.   Tlic  effect  would  be  to  rai^e  the  growth  of  tlte  public  capital  stock  by  just 
under  2  percentage  points  pei  yeai.    Using  P,  ■  0.25.  GDP  growth  would  be  faster  by  rouglily 
one-quaiicr  of  this  amount,  or  in  the  viciiiiry  of  0.5  percentage  points  aimually    Now,  over 
several  decades,  a  one-half  a  percentage  poijit  ijicrcasc  in  growth  can  make  a  large  difference 
jji  living  standiirds.   The  point  is,  however,  that  it  takes  decades  for  the  effect  to  cumulate  -- 
there  will  be  no  dramatic  turnaround  in  Just  a  year  or  so  -  and  that  the  underpinnings  of  even 
this  calculation  are  extraordinai ily  opiimisiic. 

The  logic  of  this  argument  is  f.Tmiliai  froin  ilie  debate  over  the  efficacy  of  private 
investment  incentives:  Licreasetl  ijucsiincnt  provides  no  quick  fix  for  slow  growth  because  it 
takes  enormous  amounts  of  investnieiu  lo  substantially  alter  the  luige  existing  stock  of  capital 
The  same  truth  applies  to  the  public  sector  as  well,  so  even  an  unrealistically  rosy  view  of  the 
productivity  benefits  of  public  capital  does  not  translate  into  an  instant  cure  for  substandard 
growth. 

It  Is  useful  to  consider  the  likely  productivity  effects  of  infrastructure  from  another 
perspective,  that  of  competing  uses  for  scaice  capital.    At  one  level,  the  argument  is  simple 
If  additional  infrastructure  wUl  have  negiiglble  productivity  effects,  private  investment  simply 
hax  to  be  better.   Indeed,  public  investment  is  even  more  cosily  than  it  might  appear  because 
by  transferring  $1  of  investment  from  the  private  sector  to  the  public  sector,  one  gives  up  a 
productive  private  ijweslmem  for  nothing  in  return.   Viewed  from  this  perspective,  a  case  can 
be  made  for  "budgeting"  additional  private  Investment  by  reducing  the  Federal  deficit  and 
ihetcby  freeing  up  additional  capital  for  use  by  private  firms,  rather  than  by  spending  on 
Federal  programs. 
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Importantly,  the  "zero  effect"  discussed  above  Is  not  the  key  to  this  argument.   Instead, 
the  guiding  rule  is  that  the  return  on  private  Investment  exceed  that  on  public  investment. 
Few  studies  of  infrastnicturc  pose  the  question  in  tWs  way,  instead  focusing  only  on  whether 
public  capital  has  productivity  effects  at  all.   In  terms  of  the  production  fiinctlon  in  (1),  the 
ratio  of  the  productivity  effect  of  public  versus  private  capital  is  given  by: 

Public  Capital  Output  Effect    _   P)  ( Private  Capital  ^  ,^. 

Private  Capital  Output  Effect      ^^  Public  Capital  J 

In  the  research  discussed  earlier,  I  estbnaie  that  the  mean  ratio  of  non-residential  fixed  caphal 
to  state-local  capital  in  the  states  is  in  tlie  vicinity  of  2.   This  implies  that  the  estimate  of  p^ 
need  be  at  least  one-half  tliai  of  (Jj  for  the  pure  productivity  effect  of  public  capital  to  be 
larger  tlian  that  of  private  capital.*  Notice  that  even  the  upward-biased  estimate  of  p,  Just 
baiely  makes  the  grade.  Thus,  for  the  data  to  reveal  a  need  for  greater  increasing 
infrasirucluie,  it  is  not  enough  to  show  a  positive  productivity  effect.   Instead,  the  estimated 
value  of  pj  must  meet  this  more  stringent  test,  which  is  likely  for  only  the  most  implausibly 
optimistic  estimates. 

111.        IS  THERE  A  NATIONAL  INFRASTRUCTURE  CRISIS? 

Tlie  preceding  section  argueil  against  funneling  significant  new  budget  allocations 
toward  infrastructure  on  the  grounds  of  putative  productivity  benefits.   As  emphasized, 
however,  the  aggregate  evidence  docs  not  mean  that  there  are  no  capital  expenditure  projects 
that  would  survive  a  rigorous  benefit-cost  examination.   When  Identified,  however,  these 
ijifrasiructure  projects  should  not  be  a  Federal  government  policy  concern.   Provision  of 
infrastructure  has  traditionally  been  the  province  of  state  and  local  governments,  on  the 
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ground"!  that  the  benefits  largely  are  restricted  to  local  areas,  and  that  local  officials  are  better 
flblc  to  judge  the  needs  and  desires  of  tiieu  constituents.   There  is  growing  evidence  that  thc5c 
governments  react  sensibly  lo  the  ecuiKnnic  envirnnment.  both  in  theii  employment  decisions 
(see,  eg,  Freeman  [1987],  Holtz-Eakin  and  Rosen  [1991])  and  in  avoiding  irrational  swings 
in  their  capital  spending  (Holtz-EakiJi  and  Rosen  [fonhcoming])    Thus,  additional  resources 
will  be  less  likely  to  be  wasted  if  we  adhere  to  the  tradition  of  reliance  on  local  decision- 
rnaking. 

Of  course,  if  all  localities  face  the  bame  difficulties  there  are  gains  to  a  single, 
compieltensivc  Federal  policy.    The  evidence  indicates,  however,  that  state  needs  differ 
greatly.    Table  2  is  drawn  ftoni  Holiz-Eakln  (fonliconting].    It  shows  the  ranking  of  states  on 
tlie  basis  of  the  average  aiuiual  giouUi  laie  of  their  public  capital  stock  from  1961  to  1974, 
the  value  of  ilic  growth  rate  over  th;ii  period,  and  the  subsequent  growtit  rate  between  1975 
and  1988.    The  table  drives  home  the  range  of  diversity  In  the  states'  experience    It  is  true  -- 
as  Itas  been  widely  noted  -•  that  there  w«s  a  decline  ij\  tlie  rate  of  public  capital  accumulation 
between  the  early  and  later  yeais  iji  tlic  sample,  a  decline  that  the  evidence  presented  above 
suggests  is  the  result  of  poorer  nggiegnte  economic  perfonnancc    Tlie  tendency  to  focus  on 
the  nation  as  a  whole,  however,  liides  ilie  railier  jjronounced  differences  in  the  rate  of  capital 
accumulation  across  the  states,  with  die  highest  (Alaska)  cxceeduig  ilie  bottom  end 
(California)  by  a  factor  of  roughly  20.    Even  moie  interesting,  there  is  llnle  relationship 
between  growth  in  the  early  period  and  growth  in  recent  years.   The  notion  that  all  parts  of 
the  U.S.  have  been  subject  to  a  unifonn  decline  in  Infrastructure  does  not  square  with  the 
facts . 

These  hearings  are  a  testimony  lo  ihc  fact  that  productivity  is  not  the  only  issue 
involved  in  infrastructure  policy.    We  liave  water  supply  facilities,  sewers,  roads,  wastewater 
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tiealnieul  plwits.  juid  other  mfrasti-ueture  In  Inrge  pait  bccauje  they  rfli«e  the  well-beuig  of  our 
citizens  "  not  because  they  make  our  workers  mid  finns  more  productive.   Thus,  one  could 
aiguc  in  favor  of  spending  more  on  infrastructure  because  of  the  increase  in  standards  of 
living  ilifti  may  follow.    In  this  rcgajd.  two  points  are  relevant.    First,  there  arc  many  ways  to 
ijiiprovc  living  standards,  ajid  I  see  no  reason  to  single  out  in&astructure  for  special  treatment 
At  the  Federal  level,  infrastnicnire  spending  should  compete  on  a  level  budgetary  basis  with 
deficit  reduction,  or  health  care  cost*:,  or  a  myriad  of  other  competing  needs. 

Moreover,  us  noted  eailier  nearly  ;tll  the  benefits  of  infrastructure  accrue  to  local 
residents,  and  an  importam  principle  of  public  finance  Is  to  match  tax  burdens  with  benefits 
to  generate  an  efficient  and  equitalMe  fuiancing  scheme.   In  this  case,  this  logic  argues  for 
greater  local,  not  Federal,  finance  of  infriistructure.   Table  2  is  persuasive  evidence  that 
desirable  local  policies  will  differ  greatly  across  the  United  States;  reliance  on  a  single 
national  policy  towards  infrastructure  accumulation  is  unwarranted.   Proponents  might  argue. 
of  course,  that  a  Federal  policy  need  not  imply  a  sijnplistic,  equal-dlvlslon  approach. 
However,  to  the  extent  that  the  end  result  of  a  large  Federal  program  is  to  allocate  some  pan 
of  the  budget  to  most  of  the  states,  it  would  be  tantamount  to  implementing  the  hypotltetical 
experiment  envisioned  above:   randomly  ruining  infrastructure  funding  everywhere  in  the 
economy,  to  little  effect.   Tlte  Federal  government  could  fund  additional  state-local  spending, 
of  coune,  via  grants-in-aid.   To  lead  to  an  efficient  use  of  the  funds,  however,  the  evidence 
suggests  that  such  a  program  need  necessarily  avoid  restrictions  on  ilic  use  of  Federal  dollars. 
That  is,  an  efficient  Federal  program  must  leave  room  for  local  officials  to  either  cut  local 
tnxes  or  spend  the  aid  to  meet  other  objcciives.  and  these  objectives  -•  which  are  sensible 
from  n  local  peisiwctivc  --  should  not  be  overridden  by  the  provisions  of  the  program. 

One  common  objection  to  reliance  on  local  decisions  for  infrastructure  spending  Is  the 
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notion  that  infrastnicture  benefits  "spill  over"  from  one  ^tate  oi  region  to  its  neighbors,  thus 
nuiddying  the  clear  allocation  of  responsibilities  outlijied  in  the  introduction    Operating  m 
isolation,  policymakers  fail  to  recognize  these  extra  benefits,  leading  to  underinvestment    The 
Federul  government,  the  argument  continues,  is  uniquely  positioned  to  solve  the  problem  of 
uncotmtcd,  external  benefits  by  cooidinaiing  the  investment  activities  of  the  sub-Federal 
governments 

The  argument  is  one  part  of  the  textbook,  tension  between  the  efficiency  of  a  federalist 
system  and  the  benefits  of  cenualized  policies.   Unfortunately,  when  confronted  with  the  data 
the  textbook  argument  gets  cut  short  ciuly:  there  is  no  evidence  of  large  interstate  pr<>ductivity 
spillovers.    Specifically,  in  the  woik  ttisciiised  earlier  (Holiz-Eakin  [1992])  I  repeated  the 
analysis  summarized  herein  in  Table  1,  using  instead  data  for  eight  U.S.  regions.   In  the 
pirsence  of  significant  cross-state  spillover  effcctji,  one  would  expect  that  moving  from  the 
state  level  to  the  regional  level  would  permit  one  to  capture  these  benefits,  thereby  resulting 
in  liirger  effects  from  public  capit.d  '   Listead.  the  estimates  are  virtually  identical  to  those 
obtained  at  the  stale  level,  negating  tlie  imponance  of  external  effects. 

IV.        INFRASTRUCTURE  AND  SHORT-TERM  ECONOMIC  STIMULUS 

Most  recently,  a  new  argument  has  been  raised  in  favor  of  a  Federal  infrastructure 
spending  program;  that  it  would  provide  the  stunulus  needed  to  recover  from  the  most  recent 
recession.   This  argument  has  tiothliit^  to  do  with  the  virtues  of  infrastructure  per  se.    Instead, 
the  benefits  of  such  an  approach  rely  solely  on  the  merits  of  directly  stimulating  aggregate 
demand  and  employment.   It  is  by  now  a  virtual  consensus  in  the  economics  profession  that 
fiscal  policy  is  an  unwieldy  tool  for  stabilization  putposes;  monetary  policy  is  generally 
acknowledged  to  have  advantages  in  response  time  and  flexibility. 
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Even  among  the  fisCiU  nltematives.  however,  Infrastructure  is  unlikely  to  be  the 
leading  cnndidate     As  noted  above,  efficient  use  of  infrastructure  dollars  require?  detailed 
cost-benefit  studies  at  the  project  level.   Thus,  the  planning  requirements  of  an  efficient 
infiastructmc  policy  aie  at  odds  with  the  timetable  of  short-run  stimulus.   To  the  extent  that 
the  demands  for  quick  action  dominate,  there  is  pressure  to  circumvent  this  type  of  detailed 
policy  analysis.    Mortovcr,  in  the  end  any  stimulus  effects  wUl  fade;  the  projects  arc 
completed  w^d  the  jobs  disappear.    Tlius.  (here  is  no  long-run  gain  to  the  economy    Worse,  if 
the  projects  are  not  cajefully  choicn  we  will  have  squandered  valuable  capital  in  exchange  for 
a  transitory  economic  boost. 

V.         WHAT  SHOULD  INFRASTRUCTURE  POUCY  1-OOK  LIKE  IN  THE  19903? 

The  impetus  for  substantial  new  public  capital  investment  hinges  on  the  perception  of 
an  outdated  infrastructure  that  Is  badly  in  need  of  repair  and  overly-congested.    Of  course, 
one  might  aigue  that  this  is  exactly  what  to  expect  when  infrastnicture  •-  or  anything  else  •- 
is  free  to  use.  and  when  thcic  is  no  incentive  to  maintain  past  Investments  appropriately. 
From  this  perspective,  the  best  infrastructure  program  docs  not  focus  on  new  spending. 
Instead,  the  top  priority  should  be  to  'gel  the  prices  right"  by  charging  user  fees  for 
infrastructure  services  in  those  circumstances  where  It  Is  administratively  feasible  to  do  so 
User  fees  are  con5istet\t  with  the  principal  of  uxaiion  on  the  basis  of  benefits  received,  would 
serve  to  reduce  excessive  demands  on  the  infrastructure,  and  would  provide  a  secure  flow  of 
funds  for  puiposcs  of  maintenance  and  modernization. 

User  fees  ore  not  the  answer  to  all  infrastn.ctare  problems.  Iiui  are  the  most  promising 
patii  in  the  most  high-profile  of  problems,  airports,  water  supply,  pon  facilities,  landfills, 
waste  treatment,  bridges,  and  highways.  Technological  advances  in  scanners  and  sensing 
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mechaiusms  have  eliminated  the  concern  tlmt  user  fees  arc  impractical  and  have  served  to 
mai;c  user  fees  administratively  feasible.  It  is  no  longer  the  case,  for  example,  that  charging 
tolls  to  control  peak  congestion  automatically  backfires  by  causing  endless  delays  at  toll 
booths    Tlicie  also  has  been  concern  that  reliance  on  user  fees  would  be  unnecessarily  hard 
on  the  poor,  but  tlie  "fairness"  of  user  fees  should  be  compared  to  tlie  alternative     Small 
[1983]  points  out  that  highway  tolls  can  make  all  ijicome  classes  better  off,  if  the  revenues 
arc  used  to  lower  propcity  taxes,  or  replace  registration  and  f\iel  taxes. 

Pricing  the  use  of  our  existing  infrastructure  efficiently  is  best  viewed  as  an  essential 
pan  of  any  infrastructure  spending  piogram.   To  determine  the  appropriate  size  of  a  project, 
one  must  forecast  use  of  the  facility,  and  tliis  is  Integrally  relateil  to  the  price  charged.    By 
revealing  the  intensity  of  demand  for  services  provided  by  public  capital,  user  fees  may 
Lnprove  the  planning  process.    Further,  when  user  fees  ans  dedicaieil  lo  maintenance  and 
modernization,  funds  will  be  available  for  repairs  at  the  appropriate  time  In  tlie  life-cycle  of 
roads,  bridges,  sewers,  and  other  facilities. 

In  the  past,  there  has  been  little  or  no  accounting  made  for  maintenance  expenditures, 
making  it  impossible  to  nswarvl  timely  maintenance,  which  is  typically  more  cost-effective 
than  new  consiruciion.    Even  worse,  for  much  of  the  postwar  period.  Federal  policy  (via 
matching  grants,  especially  for  highways  and  water  treatment  plants)  subsidized  new 
investment  relative  to  maintenance     Local  govemmenis  resj^nded  predictably  to  these 
perverse  incentives  with  insufficient  maintenance  and  excessive  construction  plans.   While 
there  has  been  progress  on  this  front  in  recent  yeais  (bi.  for  example,  the  nscent  Federal 
surface  transportation  bill),  a  widespread  move  towaid  the  use  of  efficient  infrastructure  prices 
reniains  a  promising  avenue  for  refomi. 
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VI    gi/MMARY 

The  tlireads  of  the  argument  may  now  be  spun  together.   First,  the  statisticnl 
foundations  cannot  support  the  claim  that  public  copitnl  is  the  key  to  fnster  productivity 
giowili  in  the  United  States.    At  ihc  same  time,  mo.st  of  the  evidence  suggests  that  private 
investment  .spending  would  have  lajgei  beneficial  productivity  effects  than  new  public  capital 
speiidiiig  "  including  evidence  previously  believed  to  favor  an  infrastructure  spending 
program 

Second,  productivity  benefits  aie  not  the  only  merits  to  infrastructure.   One  must 
consider  a.s  well  ilie  impact  on  the  liviiig-standards  of  individuals.    Here  again,  however,  it  is 
important  to  recognize  that  theie  aie  many  ways  lu  improve  the  well-being  of  U.S.  citizens 
Tlieie  is  no  compelling  reason  u>  single  out  uifiastructuic  for  this  role;  it  should  enter 
budgetary  decisions  equally  with  deTn-if  reduction,  health  care,  child  care,  and  a  myriad  of 
other  competing  needs.   Moreovei.  to  the  extent  that  there  are  infrastructure  needs  in  the  US  . 
they  differ  greatly  across  the  country     Such  needs  are  best  addressed  In  the  traditional  fashion 
by  state  and  local  governments,  with  a  reliance  on  finance  at  the  local  level.   To  the  extent 
that  the  Federal  govenuneni  provides  pranis  to  compensate  for  inefficient  revenue  systems,  it 
sluiuld  not  embody  wasteful  mandates  or  other  restrictions  on  its  use 

Tliiid,  regardless  of  the  ultijnate  desirMbility  of  short-term  economic  stimulus, 
infrastructure  spending  programs  should  not  be  tailored  for  tlois  task     The  timetable  of  project 
analysis  will  interfere  with  stabilization  goals:  shon-clrcuititig  this  analysis  raises  the 
likeliliood  of  pennanently  undcruiilizing  scarce  capital  funds  In  exchange  for  a  transitory 
economic  boost. 

Finally,  ihc  most  appealing  policies  toward  infrastmcture  do  not  focus  on  new 
spending  at  all.    Instead,  they  should  shift  the  focus  toward  the  efficient  use  of  our  existing 
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public  capital  stock  through  user  fees  to  control  congestion  and  wear,  and  mceniives  for 
adequate  maintenance.  Policies  innovations  in  tliis  direction  hold  the  \nomhf  of  greater 
letum  than  those  focusing  on  new  spending  alone. 
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Table  1* 

Estijiiates  of  Statf  Production  Function 

Dependent  Variable; 
Log  Private  Gross  State  Product 


Variable 

(1) 
OLS 

(2) 
LO.MO 

(?) 
FtX 

(4) 
OLS 

(5) 
IV 

(6) 
HNR 

Log  Labor 

0.497 
(0.0144) 

0.643 

(0.1  ?7) 

0.691 
(00262) 

0.639 
(0.0225) 

0.342 
(0.0747) 

0.911 
(005.^0. 

L^>g  Private 
Capital 

0.359 
(0.0112) 

0  504 

(0.142) 

0.?01 
(0.0302) 

0..^61 
(0.0233) 

0.472 
(0.0633) 

0  106 
(0  0251. 

Log  Public 
Cnpltftl 

0.203 
(0.0190) 

■0  115 

fo  i:6) 

■0.0517 
(0.0267) 

000770 
(0.0235) 

-0.0150 
(0,0660) 

-0.102 
(0.0606) 

Log  Privnie 
Capltal/LQh 
or 

•- 

-- 

-• 

-- 

" 

Log  Public 
Caplial/Lab 
or 

•• 

-- 

-- 

Time 
Effects 

Yes 

No 

Yes 

Yes 

Ye» 

Ye« 

State 
Effects 

No 

No 

Fixed 

Random 

No 

Difference* 

Tor  dcflnlilonj  of  vorlablej,  see  Holtz-Ealcln  [1992]    '  OLS  '  Is  orilinary  least  squares,  "LONO"  is  long- 
diffcicnccs:  1986  values  minus  1969  values.    FIX"  Is  conventional  fixed  effects  estimation,    OLS"  Is 
conventional  random  effects  estimation.  '  IV "  is  nn  Instrumental  variables  estimator  u.slng  other  state*'  data 
OS  instruineuts,  and  "HNR"  is  an  insiruitieuial  variables  esiimaior  of  a  lirsi-differenccd  equation. 

'"Significant  at  1  percent  level. 
**SigtUficanl  at  3  percent  level, 
*  Significant  at  10  pcrccm  leveL 
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Notes 

1.      Rosen  [1992]  contains  an  excellent  exposition  of  the  concepts  in  this  discussion     See. 
especially,  chapter!;  5,  12.  and  2) 

2       See  also  Holtz-Eakiii  11988.  1989] 

3.  Oilici  suidie.i  looked  at  cross-national  cotnpaiisons  of  productivity  growth  (eg 
Ascliauei  I1989li]),  but  the  difficulty  iii  finding  coniparable  data  and  correcting  for 
vast  diffeienccN  in  govcrniiicntal  siructuies  has  made  for  lather  unstable  parameter 
estimates  (see  Taxui  11990]) 

4.  See  the  paper  and  Holu-Eakui  [funhcoming]  for  a  more  extensive  discussion  of  the 
underlying  data  and  statistical  tctluiiques. 

5.  Tlie  test,  due  to  Hausimui  and  Taylor  [1981).  compares  the  parameter  estimates  from 
the  fixed  effects  estimator  to  those  fiom  the  random  effects,  or  generalized  least 
squaies  (OLS),  estimator 

6.  This  overstates  any  preference  foi  i)iiblic  investment  because  it  ignores  the 
distortionary  costs  of  raising  revenues  to  finance  public  capital  outlays 

7.  It  is  also  possible  for  the  cfTccis  to  be  smuller  as  one  looks  at  larger  geographic  areas 
One  pitfall  of  local  development  strategies  Is  that  they  may  attract  businesses  and 
workers  largely  at  the  expense  of  neighboring  Jurisdictions.    The  right  measure  of  the 
effect  on  overall  economic  growtli  is  the  dljfeieme  in  productivity  in  the  two 
jurisdictions,  not  just  the  economic  growth  experienced  in  the  chosen  jurisdiction. 
There  have  been  many  caieful  studies  using  regional  ajid  municipal  data  (see,  eg., 
Duffy-Dcno  and  Ebens  11989J  and  Ebens  [1986.  1990a.  1990b]).   One  must  be  careful 
in  interpreting  in  these  studies  iji  oidei  lo  avoid  overstating  the  impact  of  public 
capital  at  the  nationul  level. 
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INTRODUCTION 

I  am  Lawrence  A.  Hunter,  Vice  President  and  Chief  Economist  of  the  U.S.  Chamber  of 
Commerce.  On  behalf  of  our  215,000  member  businesses,  1,200  associations  and  3,000  state 
and  local  chambers  of  commerce,  we  thank  the  Subcommittee  on  Economic  Development  for 
this  opportunity  to  present  our  thoughts  on  the  state  of  the  U.S.  economy  and  the  need  for  a 
legislative  package  to  increase  long-run  economic  growth. 


ECONOMIC  PERFORMANCE  SINCE  1989 

Between  1989  and  mid- 1992,  the  U.S.  economy  struggled,  posting  real  growth  averaging 
only  0.6  percent  a  year.  The  economy  fell  into  recession  in  mid-1990,  and  since  the  recession's 
end  early  in  1991,  the  U.S.  economy  has  experienced  the  slowest  post-war  economic  recovery 
on  record  ~  growing  for  five  consecutive  quarters  at  a  meager  1.5  percent  annual  rate  after 
adjusting  for  inflation. 

Finally,  in  the  last  half  of  1992  the  economy  appeared  to  regain  some  of  its  past  vigor. 
Recent  indicators  on  the  health  of  the  economy  show  definite  improvement.  Real  Gross 
Domestic  Product  (GDP)  grew  at  an  annual  rate  of  3.4  percent  in  the  3rd  quarter  of  1992.  We 
expect  similar  growth  in  the  4th  quarter.  Retailers  posted  their  best  Christmas  sales  since  1989- 
a  7  percent  increase.  Consumer  and  business  confidence  have  risen  since  the  November 
election.  Employment  and  industrial  production  are  picking  up,  albeit  at  a  slow  pace.  New 
orders  received  by  manufacturers  have  increased  in  recent  months.  Exports  have  continued  to 
increase  even  though  some  major  industrialized  countries  are  experiencing  recession.  Other 
aspects  of  the  economy  have  stopped  falling  as  much  or  have  leveled  off.  Business  failures  and 
bankruptcies  are  still  rising,  but  only  slightly.  Debt  delinquencies  are  holding  steady.  Business 
lending  by  banks  has  stopped  falling. 
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As  the  new  year  begins,  there  is  growing  optimism  about  the  state  of  the  economy.  This 
newly  discovered  optimism  stands  in  stark  contrast  to  the  mood  little  more  than  two  months  ago, 
when  some  analysts  and  public  officials  contended  that  the  economy  was  in  such  sad  shape  that 
extraordinary  intervention  by  the  federal  government  was  called  for  to  "jump-start"  economic 
growth.  "Pump  priming"  through  increased  public  works  spending  to  create  jobs  and  fiscal 
stimulus  through  tax  rebates  to  spur  private  consumer  spending  were  being  touted  widely. 

Today,  however,  many  observers,  even  some  of  those  same  advocates  of  government 
action,  are  suggesting  that  the  economic  expansion  will  be  self-sustaining  and  that  the  preferred 
policy  course  is  for  5ie  federal  government  to  do  nothing  to  stimulate  the  economy.  Some  go 
on  to  urge  Congress  and  the  new  administration  instead  to  redouble  their  efforts  to  reduce  the 
budget  deficit.  Yet  the  choice  is  not  between  doing  nothing  versus  enacting  a  short-term  fiscal 
stimulus  package.  Neither  of  these  options  is  the  correct  one.  We  must  recognize  that  the 
economy  is  woefiilly  under-performing  and  has  been  for  several  years.  What  we  need  arc 
permanent  policy  changes  to  raise  long-term  economic  growth. 

If  this  were  a  normal,  sustainable  recovery,  all  signs  would  be  pointing  upward  and  the 
preferred  course  of  action  indeed  would  be  for  the  government  to  do  nothing.  Unfortunately, 
this  is  anything  but  a  normal,  robust  recovery. 

The  economy  is  doing  better  now  primarily  because  of  temporary  factors  that  soon  will 
wear  off.  First,  the  engine  of  post-recession  growth  -  consumer  spending  -  is  likely  to  slow 
considerably  as  1993  wears  on.  Throughout  1992,  decreased  income  tax  withholding,  starting 
in  January  1992,  increased  take  home  pay.  Households  were  able  to  pay  down  debt  and  increase 
spending.  In  effect,  there  already  has  been  a  middle-class  tax  cut  in  1992  that  is  paying 
dividends.  Unfortunately,  by  April  15,  1993  the  bill  will  come  due.  The  decreased  withholding 
will  result  in  lower-than-normal  tax  refunds  and  higher-than-normal  tax  payments. 
Consequently,  consumers  will  have  less  spending  power  in  early  1993  than  they  anticipate. 
Because  normal  seasonal  adjustment  factors  will  anticipate  increased  consumption,  restrained 
take-home  pay  will  lead  to  an  abnormally  low  level  of  measured  consumption  in  the  second 
quarter.  A  smaller-than-normal  rise  in  actual  consumer  spending  during  the  second  quarter  of 
1993  will  translate  into  a  drop  in  consumer  spending  as  measured  by  seasonally  adjusted 
statistics. 

Adding  to  the  buoyancy  of  consumer  behavior  in  1992  was  the  aftermath  of  hurricanes 
Andrew  and  Inild,  which  produced  a  surge  in  household  spending  on  many  items  such  as 
furniture  and  s^liances  which  were  damaged  or  destroyed.  This  surge  will  peter  out  in  early 
1993  returning  consumer  spending  growth  on  many  durable  and  nondurable  goods  to  less  lofty 
rates.  Thus,  consumer  spwiding  in  the  first  half  of  1993  will  not  be  as  strong  a  stimulus  to 
growth  as  occurred  during  the  last  half  of  1992.  Moreover,  because  the  surge  in  consumer 
spending  in  late  1992  may  become  part  of  the  seasonal  adjustment  pattern,  normal  amounts  of 
consumer  spending  growth  during  the  last  half  of  this  year  will  be  translated  into  sub-normal 
amounts  of  growth  in  1993. 
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On  balance,  consumer  spending  has  ouxpaced  income  growth  during  the  recovery.  Unless 
income  growth  picks  up  soon,  it  is  doubtful  that  recent  rates  of  consumer  spending  can  be 
sustained  throughout  this  year.  Additionally,  higher-income  people  and  many  businesses  came 
to  believe  toward  the  end  of  1992  that  their  taxes  would  be  raised  in  1993.  Consequently,  there 
was  an  effort  to  accelerate  reported  income  into  1992  and  divert  expenses  into  1993,  which  may 
contribute  to  slower-than-anticipated  income  growth  in  1993.  This  brings  into  question  whether 
the  reported  increases  in  income  in  late  1992  and  the  higher  tax  receipts  reported  by  some  state 
and  local  governments  are  sustainable  in  1993. 

These  are  some  of  the  key  factors  contributing  to  our  belief  that  current  economic 
performance  is  better  than  the  outlook  for  the  longer-term.  Thus,  our  forecast  is  that  economk 
growth  will  slow  by  the  second  half  of  1993  unless  policy  changes  are  made  to  generate 
more  economic  activity. 


LONG-TERM  ECONOMIC  OUTLOOK 

Today's  economic  forecasts  must  be  put  into  perspective.  The  debate,  sometimes  heated, 
among  economic  forecasters  over  the  outlook  for  the  next  few  quarters  should  not  obscure  the 
more  fundamental  consensus  that  exists  among  economists  on  the  long-term  outlook  for  the 
economy.  The  Chamber  forecasts  real  GDP  growth  at  2.5  percent  for  1993.  Just  this  month, 
the  Blue  Chip  Consensus  forecast  (in  which  the  Chamber  participates)  of  the  1993  year-over-year 
percent  change  in  real  GDP  rose  a  tenth  of  a  percentage  point  to  2.9  percent.  The 
Congressional  Budget  Office  forecasts  1993  real  GDP  growth  at  3.1  percent.  The  differences 
in  these  forecasts  result  largely  from  the  divergence  of  views  regarding  the  second  half  of  the 
year.  While  the  majority  of  the  Blue  Chip  forecasters  foresee  rising  or  constant  rates  of  growth 
throughout  the  year,  we  believe  that  quarterly  economic  growth  will  start  out  close  to  3  percent 
-  2.7  percent  -  but  finish  below  2  percent  -  1.9  percent.  The  details  of  our  forecasts  are 
presented  in  the  table  attached  at  the  back  of  this  testimony. 

Over  the  long  run,  however,  economic  forecasts  tend  to  converge  toward  2.5  percent. 
In  other  words,  there  is  a  general  consensus  among  forecasters  that,  over  the  long-run,  the  level 
of  economic  output  will  tend  to  fluctuate  around  a  growth  path  that  would  be  traced  out  if  the 
economy  grew  by  a  constant  2.5  percent  rate  of  real  growth.  Consequently,  whenever  the 
economy  is  rising  at  a  rate  greater  than  2.5  percent,  one  would  expect  growth  eventually  to 
decline  to  bring  the  level  of  output  in  the  economy  back  to  its  sustainable  long-run  path. 

This  situation  contrasts  starkly  with  the  entire  post-war  period  when  the  economy  grew 
on  average  by  3.2  percent  annually  after  taking  inflation  into  account.  Although  the  change  in 
real  GDP  from  any  one  year  to  the  next  may  be  considerably  more  or  less  than  3.2  percent,  the 
level  of  real  GDP  has  oscillated  around  this  trend  line  -  falling  down  to  it  after  surges  of  high 
growth  and  climbing  back  up  to  it  after  sinking  into  recession.  This  time  around,  however, 
there  appears  to  be  a  break  with  historic  precedent.  If  the  consensus  long-term  forecast  of  2.5 
percent  average  real  growth  is  correct,  it  means  the  level  of  GDP,  which  serves  as  a  proxy  for 
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our  standard  of  living,  will  continue  to  fall  farther  and  farther  below  trend,  creating  a  "growth 
gap"  between  actual  economic  performance  and  historical  precedent.  This  situation  is  illustrated 
in  the  graph  on  the  next  page. 

If  the  economy  remains  rutted  on  this  lower-level  growth  path,  it  will  have  seriously 
negative  implications  for  the  future  prosperity  of  America.  A  2.5  percent  growth  rate  will  not 
suffice  to  satisfy  the  American  public's  expectations  of  growing  prosperity.  Long-run  real 
growth  of  2.5  percent  a  year  is  insufTicient  to  generate  permanent  job  growth,  and  it  is 
inadequate  to  increase  the  real  income  of  the  average  woriter.  In  other  words,  2.5  percent 
a  year  real  growth  will  not  lead  to  any  observable  increase  in  the  American  standard  of 
living  within  an  acceptable  time  frame. 

The  economy  now  stands  $435  billion  in  1987  dollars  below  its  potential  level  given  by 
the  postwar  trend.  On  a  per-capital  current  dollar  basis,  this  means  about  $2,400  less  for  every 
man,  woman  and  child  in  1992,  or  about  $7,000  less  after-tax  income  for  a  family  of  four.  It 
also  means  9  million  fewer  jobs  than  could  have  been  expected.  If  the  economy  grows  on 
average  at  just  2.5  percent  for  the  next  ten  years,  the  g^  will  widen  and  the  lost  income  and 
jobs  will  continuously  rise.  The  seemingly  small  difference  betweoi  2.5  and  3.2  percent  growth 
rates  has  large  effects  over  ten  years.  Lost  real  GDP,  and  with  it  lost  jobs,  would  amount  to 
$385  billion  in  constant  1987  dollars.  Thus,  we  have  a  benchmark  against  which  to  measure 
how  much  we  should  be  willing  to  "spend"  on,  say,  foregone  tax  revenue  as  measured  by  static 
estimates  in  order  to  achieve  this  higher  growth  rate.  If  the  cost  of  assuring  the  higher  growth 
rate  is  somewhat  less  than  this  amount,  it  would  seem  to  be  worth  the  price. 

We  believe  that  a  growth  potential  of  2.5  percent  is  on  the  optimistic  side.  More  likely, 
the  economy's  long-run  capacity  for  growth  under  the  current  policy  regime  is  more  on  the  order 
of  2  percent  because  mistaken  government  policies  so  drastically  impede  the  economy's  capacity. 
Not  only  does  this  mean  no  significant  improvement  in  the  overall  standard  of  living  of  most 
Americans,  it  leaves  the  economy  very  fragile  and  makes  it  vulnerable  to  further  recession. 

At  present,  with  the  recovery  ftx)m  recession  complete,  the  economy  stands  well  below 
the  level  it  would  be  at  if  it  had  performed  up  to  its  postwar  standard.  The  economic  slowdown, 
which  began  in  1989,  coupled  with  the  1990  recession  and  the  anemic  recovery  have  dug  the 
nation  into  a  deep  economic  rut.  And,  continued  slow  growth  promises  to  make  the  task  of 
digging  back  out  very  difficult.  As  the  grsph  depicts,  the  economy  jqjpears  to  have  downshifted 
into  a  lower  gear,  and  each  year  it  renuuns  stuck  in  low  gear  it  falls  further  beneath  its  expected 
output  level.  It  will  take  growth  in  excess  of  4  percent  a  year  for  a  number  of  years  to  get  back 
up  to  trend.  This  is  not  an  unreasonable  economic  policy  goal.  Thus,  the  near-term  goal  of 
economic  policy-making  should  be  to  double  the  expected  rate  of  growth,  from  2  percent  to  4 
percent  by  a  enacting  a  properly  constructed  economic  growth  package. 
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6 
POLICY  IMPEDIMENTS  THAT  CREATED  TBDE  GROWTH  GAP 

Since  the  passage  of  the  1986  Tax  Reform  Act,  incentives  to  invest,  work  and  produce 
have  diminished.  The  primary  problem  has  been  a  reduction  in  the  return  to  investment  or,  in 
other  words,  a  rise  in  the  cost  of  capital.  Some  of  the  biggest  culprits  are  less  equitable 
depreciation  allowances,  increased  capital  gains  taxes  and  the  alternative  minimum  tax.  As  a 
result,  despite  the  tax  rate  reductions  during  the  Reagan  years,  marginal  tax  rates  on  cf^ital  are 
higher  today  than  they  were  in  1983. 

The  1986  Act  lengthened  dq)reciation  lives  fOT  most  assets,  especially  structures.  It  is 
no  coincidence  that  since  1987,  commercial  property  values  have  diminished  in  major  economic 
areas  of  the  United  States.  This  has  been  a  primary  contributor  to  bank  and  thrift  failures, 
bankruptcies,  a  small  business  credit  crunch  and  a  dq>ression  in  the  construction  industry. 

The  Result:     Real  non-residential  fixed  investment  has  declined  by  3.7  percent  since 
1988. 

The  cost  of  labor  also  has  increased.  Rising  Social  Security  and  Medicare  payroll  taxes 
have  more  than  wiped  out  the  income  tax  rate  cuts  for  the  middle  class  and  raised  the  price  of 
labor  to  employers.  Increases  in  the  minimum  wage  since  1990  have  increased  the  cost  of 
unskilled  labor  by  27  percent. 

The  Result:     Private  employment  has  increased  only  475,000  since  December,  1988. 

Another  factor  seriously  affecting  the  economy  is  the  compliance  cost  of  new  regulations. 
These  mandated  costs  on  the  private  economy,  although  difficult  to  measure,  will  more  than 
likely  exceed  the  amount  of  scheduled  new  taxes  in  1993.  Estimates  of  additional  compliance 
cost  from  the  Clean  Air  Act,  The  Americans  with  Disabilities  Act,  new  banking  law  and  other 
major  legislation  range  from  $40  billion  to  $70  billion  in  1993  alone.  Mandated  purchases  of 
equipment  to  help  the  environment  may  amount  to  almost  $20  billion.  One  wild  card  is  what 
will  happen  when  the  r^ulatory  moratorium  is  lifted  on  January  20,  1993.  A  whole  slew  of 
new  regulations  held  back  by  the  moratorium  of  1992  could  hit  the  economy  in  the  last  half  of 
1993. 

The  Result:     A  1992  Joint  Economic  Committee  report  puts  current  regulatory  costs  at 

$461  billion  annually  and  rising,  constituting  a  major  impediment  to 

sustainable  economic  recovery. 

A  small  business  credit  crunch  has  cut  off  the  life-blood  of  small  businesses.  A  series 
of  laws  in  recent  years  culminating  in  the  federal  Deposit  Insurance  Corporation  Improvement 
Act  of  1991  (FDICIA)  have  put  a  wet  blanket  over  the  business  lending  market.  FDICIA  and 
other  laws  have  added  new  banking  regulations  designed  to  remove  any  risk  in  lending  resulting 
in  micro-management  of  banking  by  Washington.  Compliance  costs  with  all  regulations  imposed 
by  the  federal  government  now  reach  almost  $18  billion  per  year  ~  equivalent  to  total  bank 
earnings  in  1991. 
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The  result:      Banks  now  hold  as  assets  more  in  government  securities  than  in  private 
business  loans. 

The  Federal  Reserve  also  has  contributed  by  allowing  the  slowest  growth  in  the  money 
aggregates  in  three  decades.  Beginning  in  1988,  the  Fed  set  out  intentionally  to  slow  economic 
growth  by  squeezing  money  supply  growth.  This  misguided  policy  brought  the  economy  to  the 
brink  of  recession.  As  usually  is  the  case  with  Fed  policy,  it  was  taken  to  extremes  and 
continued  too  long.  Even  after  the  recession  began,  the  Fed  continued  its  policy  of  extremely 
slow  money  growth  in  its  quest  to  lower  inflation  below  4  percent.  Betweea  1988  and  1992, 
the  effect  of  Fed  policy  was  to  decelerate  M2  growth  at  about  one  full  percentage  point  a  year 
leading  to  a  cumulative  shortfall  in  M2  growth  of  nearly  6  percent  below  the  Fed's  own  target. 
Finally,  between  April,  1992  and  August,  1992,  the  M2  money  supply  actually  declined  for  five 
straight  months. 

By  1990,  these  and  other  policy  mistakes  had  accumulated  to  such  a  point  that  the  long- 
run  growth  capacity  of  the  economy  was  depressed  by  a^roximately  one  full  percentage  point 
a  year  and  the  growth  gap  began  to  open.  The  recession  was  merely  the  culmination  of  that 
buildup  of  policy  errors.  The  slow-motion  recovery  has  been  the  result  of  a  weakened  economy 
struggling  to  overcome  these  policy  handicaps. 

Taken  together,  these  policy  mistakes  have  inhibited  private  markets  and  retarded 
investment.  In  particular,  by  lowering  the  rate  of  return  on  investment  and  raising  the  cost  of 
capital,  they  have  put  a  damper  on  entrepreneurial  risk-taking. 

The  growth  gap  is  for  the  most  part  government-induced.  There  is  nothing  inherent  in 
the  economy  that  consigns  us  to  such  low  levels  of  economic  performance.  There  is  no  earthly 
reason  Americans  should  be  asked  to  lower  their  expectations  to  accommodate  this  sluggish 
performance.  With  the  right  policy  mix,  economic  growth  could  average  as  high  as  4  percent 
over  the  next  six  years  or  so  without  igniting  a  new  bout  of  rising  inflation,  and  the  growth  gap 
could  be  closed. 

ECONOMIC  GROWTH  VERSUS  DEnCIT  REDUCTION: 
AN  ORGANIZING  PRINCIPLE 

Unfortunately,  the  recent  uptick  in  the  economy  has  allowed  the  debate  over  the  future 
course  of  economic  policy  to  be  misstated  as  a  series  of  fallacious  either/or  propositions.  Let 
me  reiterate:  The  relevant  choice  is  not  between  doing  nothing  and  enacting  a  short-run  fiscal 
stimulus  package.  Neither  of  these  options  is  the  correct  one.  What  we  need  are  permanent 
reforms  to  address  the  policy  impediments  to  growth:  on  the  tax  side,  reduce  the  cost  of  capital 
and  labor;  on  the  regulatory  firont,  lower  compliance  costs  and  alleviate  the  small-business  credit 
crunch;  and  on  the  spending  side,  reprioritize  outlays  away  from  current  consumption  by  making 
permanent  changes  to  entitlement  programs  to  reduce  federal  spending  growth.  In  the  longer- 
term,  the  budget  deficit  will  be  reduced  only  by  getting  economic  growth  up  and  spending 
growth  down. 
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The  second  false  choice  frequently  presented  to  policymakers  is  a  supposed  conflict,  and 
therefore  a  forced  choice,  between  economic  growth  and  deficit  reduction.  The  fact  is,  there 
is  no  conflict  between  the  two,  and  if  policy  is  made  assuming  there  is,  we  will  obtain  neither. 
One  danger  of  the  current  uptick  in  the  economy  is  that  it  will  allow  the  deficit  hawks  within 
the  new  administration  to  divert  the  new  President  from  pursuing  his  stated  objective  of  reviving 
economic  growth  just  as  they  did  in  the  previous  administration. 

President-elect  Clinton  must  decide  which  of  two  competing  organizing  principles  he  will 
permit  to  guide  the  formation  of  his  administration's  economic  policy:  Is  the  federal  budget 
deficit  the  cause  or  a  symptom  of  subpar  economic  performance?  Once  in  the  Oval  Office,  he 
must  choose  one  organizing  principle  over  the  other. 

President  George  Bush  chose  to  organize  his  administration's  economic  policy  around 
deficit  reduction.  This  was  the  wrong  choice,  it  led  to  gridlock,  and  it  cost  him  his  job.  The 
president-elect  has  pledged  to  end  gridlock  in  Washington.  To  make  good  on  this  promise,  he 
must  understand  that  the  source  of  gridlock  was  not  divided  government.  To  the  contrary, 
policy  gridlock  in  Washington  over  the  past  four  years  arose,  ironically,  out  of  a  profoundly 
misguided  bipartisan  cortsensus  that  placed  federal  deficit  reduction  at  the  center  of  the  policy 
universe.  In  a  recent  Washington  Post  op-ed,  liberal  economist  Robert  Kuttner  points  out  the 
paradox  of  deficit  reduction:  "You  don't  get  deficit  reduction  by  targeting  deficit  reduction." 
When  you  try  to  do  that,  you  get  gridlock  and  self-defeating  policies,  e.g.,  tax  increases  in  a 
recession. 

If  Clinton  chooses  to  organize  economic  policy  around  the  premise  that  the  deficit  is  a 
major  cause  of  subnormal  economic  performance,  he  will  attempt  to  achieve  deficit  reduction 
directly  by  targeting  the  deficit,  and  the  deficit  vvdll  become  the  touchstone  of  each  and  every 
economic  policy  decision.  He  will  follow  in  George  Bush's  footsteps  down  the  same  treacherous 
path  to  gridlock  and  counterproductive  policies,  and  he  will  fail  just  as  surely. 

If,  on  the  other  hand,  the  new  president  chooses  to  organize  economic  policy  around  the 
premise  that  the  deficit  is  a  symptom  of  substandard  economic  performance,  he  will  not  become 
obsessed  with  the  deficit,  economic  growth  will  become  the  touchstone  of  each  economic 
decision,  and  the  deficit  will  be  reduced  as  if  by  a  hidden  hand.  If  Clinton  chooses  this 
organizing  principle,  he  will  follow  the  path  charted  by  John  Kennedy  and  successfully  traversed 
again  20  years  later  by  Ronald  Reagan. 

Choosing  the  Kennedy/Reagan  economic  growth  principle  over  the  Bush/Darman 
austerity  principle  is  necessary  for  economic  success  and  deficit  reduction,  but  it  is  not 
sufficient.  New  York  Times  correspondent  David  E.  Rosenbaum  reaches  the  heart  of  the  matter: 

One  popular  misconception  is  that  the  Republicui  Ux  cuts  caused  the  crippling  federal 
budget  deficit,  now  approaching  $300  billion  a  year.  The  fact  is,  the  large  dcTnt 
resulted  because  the  goTemincnt  vastly  increased  what  it  spent  each  year  while  tax 

revenue!  changed  little,  (emphasis  added) 
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Rosenbaum  almost  gets  it  right.  Actually,  tax  revenues  grew  by  an  average  of  8.1 
percent  a  year  during  the  Reagan  economic  expansion.  Unfortunately,  even  this  pace  wasn't  fast 
enough  to  keep  up  with  accelerating  federal  spending. 

If  economic  policy  is  to  succeed,  therefore.  Congress  and  the  new  president  must  look 
past  the  short-run  deficit  and  choose  the  correct  policies  to  raise  long-run  economic  growth  and, 
thus,  revenues;  and  they  must  concentrate  on  reigning  in  out-of-control  federal  entitlement 
programs  to  produce  long-run  spending  control.  As  with  the  case  of  the  deficit,  directly 
targeting  entitlement  spending  per  se,  as  opposed  to  attacking  the  underlying  engine  of  that 
spending,  will  produce  self-defeating  policies  and  failure.  Federal  spending  on  health  care,  for 
example,  is  out  of  control  because  the  incentives  are  wrong  for  all  participants  in  the  health  care 
market  —  patients,  doctors,  hospitals,  insurance  companies  and  governments.  Directly  attacking 
federal  spending  on  health  care  by  creating  statutory  caps  and  artificial  global  health  care 
budgets  with  all  of  their  attendant  bureaucratic  rationing  schemes  and  price  controls  will  only 
suppress  the  problems  to  see  them  manifest  in  other  ways.  When  we  tried  it  with  gasoline,  we 
got  long  lines  at  service  stations  and  watered-down  gas.  The  health  care  system  can  only  be 
fixed  by  getting  the  fundamentals  —  incentives  and  price  signals  —  correct  for  all  parties,  and 
government  costs,  like  the  deficit,  will  come  into  control  as  a  consequence. 


A  GROWTH  AGENDA  FX)R  THE  1990s 

On  the  economic  front,  two  objectives  take  precedence:  1)  making  it  more  profitable  to 
invest  by  changing  federal  policies  that  raise  the  cost  of  capital  and  labor,  and  2)  making  it 
possible  for  businesses  to  borrow  by  relaxing  federal  regulations  that  have  produced  the  small- 
business  credit  crunch. 

Addressing  the  Small  Business  Credit  Crunch 

Just  as  is  the  case  with  the  deficit  and  entitlement  spending,  attempting  to  eliminate  the 
small-business  credit  crunch  by  frontal  assault  with  political  edict  and  bureaucratic  controls  will 
only  worsen  the  situation,  liie  regulatory  overkill  that  has  created  the  small-business  credit 
crunch  was  a  political  reaction  to  a  financial  services  system  in  which  the  incentives  are  perverse 
and  price  signals  are  distorted.  Until  these  root  causes  of  the  credit  crunch  are  corrected,  by 
bringing  market  discipline  to  bear  on  deposit  insurance,  the  banking  system  will  continue  to  be 
over-regulated  and  unwilling  to  lend  adequately  to  small  business.  Mr.  Clinton  seems  to 
recognize  that  new  banking  regulation  is  stopping  the  economic  recovery  from  accelerating  by 
prolonging  the  small  business  credit  crunch.  We  urge  Congress  and  the  new  administration  to 
work  together  to  enact  changes  to  recently  adopted  laws  and  regulations  that  will  allow  bankers 
to  take  prudent  risks  once  again.  We  also  urge  lawmakers  to  give  serious  consideration  to 
fundamental  deposit  insurance  reform  such  as  that  proposed  in  H.R.  6069,  The  Taxpayer 
Protection  and  Deposit  Insurance  Reform  Act  of  1992. 
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Reducing  the  Cost  of  Capital 

Practically  speaking,  real  wages  cannot  be  increased  without  increasing  the  nation's 
capital  stock.  And  more  capital  requires  more  investment.  While  selected  public  investment 
can  make  some  contribution  to  increasing  the  nation's  capital  stock,  the  only  way  economic 
growth  is  going  to  be  increased  sufficiently  to  raise  real  wages  is  to  increase  private  investment. 
And,  the  only  way  to  increase  private  investment  is  to  reward  it,  not  penalize  it.  This  is  not 
trickle-down  economics  -  this  is  an  objective  statement  of  the  way  free  enterprise  works. 

Over  the  past  37  years,  75  percent  of  the  variation  in  investment  spending  can  be 
explained  by  changes  in  the  rate  of  return  on  capital  alone.  And  the  rate  of  return  on  capital  is 
highly  sensitive  to  taxes  on  investment  income  since  small  reductions  in  taxes  on  investment 
income  can  greatly  increase  the  rate  of  return  for  investors.  Therefore,  small  variations  in  the 
tax  rate  on  capital  income  lead  to  large  changes  in  the  nation's  capital  stock.  Today,  the 
marginal  tax  rate  on  coital  is  higher  than  it  was  before  the  tax  cuts  of  the  early  1980s  and  the 
rate  of  return  on  capital  stands  at  a  dismal  2.8  percent.  So  low  a  rate  of  return  has  been  seen 
only  twice  before  since  1954.   (It  has  averaged  about  3.3  percent.) 

Capital  Cost  Recoverv 

A  major  distortion  in  the  tax  code  that  raises  the  cost  of  c<^)ital  is  the  manner  in  which 
companies  are  forced  to  deduct  the  cost  of  plant  and  equipment  from  their  income  for  tax 
purposes.  The  depreciation  problem  can  be  seen  in  depressed  asset  "recovery"  rates,  a  term  that 
should  not  be  confused  with  economic  recovery  from  recession.  The  asset  recovery  rate 
measures  how  much  of  an  asset's  replacement  value  (a  calculation  based  on  historical  costs, 
inflation  and  alternative  rate  of  return)  can  be  recovered  or  written  off  under  current  tax  laws. 
At  present,  shorter-term  assets  have  a  top  recovery  rate  of  88  percent  while  longer-term  assets 
can  have  as  low  as  a  50  percent  recovery  rate.  This  is  the  main  reason  why  longer-term 
investment  has  fallen  in  recent  years  -  the  incentive  to  invest  longer-term  has  been  gready 
diminished.  With  low  recovery  rates,  the  pre-tax  rate  of  return  to  longer-term  investments 
would  have  to  be  extremely  high  to  justify  the  investment  in  question. 

Expensing  Capital  Investment.  As  a  matter  of  fairness,  recovery  ought  to  be  100 
percent  for  all  assets.  This  would  reflect  the  fact  that  investment  is  a  normal  cost  of  doing 
business  and  should  be  fully  deductible.  Congress  finds  it  difficult  to  adopt  expensing  of  assets 
because  it  would  greatly  reduce  federal  revenues  in  the  first  few  years  even  though  it  would  raise 
economic  growth  and,  hence,  revenue  growth  over  the  longer-term.  Under  current  law, 
Congress  must  find  "offsets,"  such  as  other  tax  increases  -  which  partially  or  wholly  defeat  the 
purpose  of  any  tax  decrease  in  the  first  place.  Congress  could  suspend  current  law  to  increase 
the  near-term  budget  deficit  for  the  sake  of  increasing  economic  growth,  but  is  loathe  to  do  so. 

Although  the  law  does  not  allow  immediate  expensing  of  investment  expenditures,  tax 
law  could  be  amended  to  minimize  the  extent  to  which  companies  are  prevented  from  recovering 
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less  than  100  percent  of  the  replacement  cost  of  capital  plant  and  equipment  in  a  manner  that 
would  keep  the  deficit  from  rising  in  the  near- term.  At  a  minimum,  Congress  should  allow  the 
immediate  expensing  of  federally  mandated  equipment  purchases. 

Investment  Tax  Credits.  There  has  been  much  new  discussion  surrounding  an 
investment  tax  credit  (TTC)  which  works  indirectly  through  tax  laws  to  raise  the  capital  asset 
recovery  rate.  However,  to  the  extent  the  ITC  is  temporary,  targeted  and  incremental,  its 
impact  on  the  economy  will  be  limited  to  shorter-term  stimulus  leaving  longer-term  incentives 
to  invest  unchanged.  An  ITC  would  improve  the  outlook  for  1993.  A  permanent,  universal  ITC 
would  do  double  duty.   It  would  raise  real  GDP  growth  in  1993  and  in  later  years  as  well. 

Neutral  Cost  Recovery.  A  permanent  alternative  to  straightforward  expensing  is  neutral 
cost  recovery  —  the  present  value  equivalent  of  expensing  —  which  does  not  possess  the 
distortion  problems  inherent  in  an  ITC.  Neutral  cost  recovery  schemes  generally  keq>  existing 
asset  depreciation  lives  intact,  but  adjust  depreciation  for  inflation  and  the  rate  of  return  in 
alternative  investments  or,  simply,  the  time  value  of  money.  Neutral  Cost  Recovery  makes  it 
possible  for  a  firm  to  recover  the  full  replacement  cost  rather  than  merely  the  original  purchase 
price.  It  is  possible  to  devise  a  neutral  cost  recovery  system  that  actually  generates  increased 
revenue  in  the  first  few  years  while  generating  almost  the  same  impact  on  economic  growth  as 
expensing  or  other  neutral  cost  recovery  schemes.  The  goal  is  the  same  as  expensing  —  bringing 
recovery  rates  to  100  percent  to  increase  the  incentive  to  invest  and  remove  the  bias  against 
longer-term  investment. 


Indexing  Capital  A.^ffftg  fo**  T"^?*'9T' 

If  neutral  cost  recovery  is  not  politically  acceptable,  another  change  in  federal  tax  policy 
that  would  drastically  reduce  the  cost  of  capital  and  spur  investment  is  to  index  for  inflation 
future  depreciation  deductions  and  all  unrealized  capital  gains.  This  policy  has  the  capacity  to 
yield  a  permanent  reduction  in  the  cost  of  capital  while  giving  an  immediate  thrust  to  economic 
growth. 

Indexing  cq)ital  gains  and  depreciation  deductions  would  be  the  economic  equivalent  of 
providing  an  80  percent  exclusion  for  coital  gains  and  a  permanent,  universal  5  percent  ITC. 
Virtually  all  economists  agree  that  inflation  should  not  be  taxed.  It  is  unjust  and  economically 
damaging. 

Unlocking  Capital  by  Indexing  Capital  Assets  for  Inflation.  Consider  a  small  investor 
who  invested  $1,000  in  the  Standard  and  Poor's  500  Index  in  1970  and  sold  his  stock  for  $4,975 
in  August,  1992.  He  would  have  realized  a  taxable  capital  gain  of  $3,975.  At  a  28  percent  tax 
rate,  the  taxpayer  would  have  owed  $1,113  in  tax.  But  inflation  between  1970  and  1992  was 
263  percfent,  so  the  taxpayer's  real  gain  was  only  $1,344.  He  was  taxed  $1,113  on  a  real  gain 
of  $1,344,  a  stifling  tax  rate  of  83  percent  and  far  in  excess  of  the  statutory  maximum  of  28 
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percent.  No  wonder  millions  of  people  have  "locked-in"  hundreds  of  billions  of  dollars  in  assets 
and  refuse  to  sell  their  stocks,  farms,  businesses  and  houses.  We  estimate  that  indexing  capital 
gains  for  inflation  would  "unlock"  an  additional  $800  billion  in  assets  in  1993  alone. 

Economic  Impact  of  Inflation  Indexing  of  Capital  Assets.  The  reduction  in  the  cost 
of  capital  produced  by  indexing  capital  gains  and  depreciation  deductions  would  immediately 
make  economically  viable  ventures  that  were  uneconomical  at  the  higher  cost  of  ci^ital,  which 
means  more  new  businesses  and  more  jobs.  In  a  study  conducted  for  the  U.S.  Chamber  of 
Commerce  by  Fiscal  Associates  Inc.,  former  Treasury  economists  Gary  and  Aldonna  Robbins 
estimate  that  indexing  capital  gains  for  inflation  would  increase  U.S.  coital  formation  by  $1.6 
trillion  over  4  years  and  by  $2.7  trillion  over  the  next  8  years,  create  542,000  jobs  by  1996  and 
938,000  by  the  year  2000,  and  add  $473  billion  to  GDP  by  1996  and  $1.6  trillion  by  the  end 
of  the  decade. 

The  good  news  gets  even  better.  Fiscal  Associates  estimates  that  indexing  depreciation 
deductions  would  increase  U.S.  capital  formation  by  $3.0  trillion  by  1996  and  by  $4.8  trillion 
at  the  end  of  the  decade,  create  931,000  jobs  by  1996  and  1.7  million  by  the  year  2000,  and  add 
$804  billion  to  GDP  by  1996  and  $2.8  trillion  by  the  end  of  the  decade. 

These  figures  track  closely  what  happened  from  1983  through  1989  when  the  supply  of 
capital  was  increased  by  $700  billion  as  a  direct  consequence  of  tax  law  changes  made  in  1981 
and  1982.  The  reduction  in  the  cost  of  coital  brought  about  by  indexing  would  be  about  four 
times  that  produced  in  the  1981  and  1982  tax  law  changes.  Cheaper  capital  in  the  United  States 
means  more  jobs  stay  at  home.   And  more  jobs  mean  an  increased  GDP. 

The  combined  economic  effect  of  indexing  the  cost  basis  of  assets  is  dramatic.  The  cost 
of  capital  would  come  down  by  some  20  percent,  which  in  turn  would  increase  the  nation's 
average  annual  economic  growdi  rate  during  the  next  six  years  from  the  consensus  forecast  of 
2.5  percent  to  3.5  percent,  a  rate  we  enjoyed  during  the  last  six  years  of  the  1980s.  Until  now, 
the  nation's  economy  has  not  grown  faster  than  2  percent  for  two  consecutive  quarters  since 
1989. 

Unfairness  of  Taxing  Inflationary  Gains.  In  addition,  indexing  capital  assets  diffuses 
the  "fairness"  issue  that  has  so  bedeviled  the  capital  gains  ddbite.  Indexing  produces  broad- 
based  tax  relief  for  small  investors,  small  businesses,  workers,  farmers  and  the  elderly.  It  would 
virtually  eliminate  capital  gains  taxes  for  the  average  taxpayer-earning  below  $100,000. 

Consider  a  typical  middle-income  taxpayer  who  bought  a  home  for  $125,000  in  1975 
when  he  was  45.  Since  1975,  average  home  prices  have  increased  184  percent,  most  of  which 
is  due  to  inflation.  So  the  house  is  worth  $355,000  today.  If  the  taxpayer,  now  62,  wants  to 
sell  his  home  to  retire  or  reinvest  his  money  to  produce  income,  he  would  realize  a  capital  gain 
of  $230,000.  If  he  uses  his  one-time  exclusion  of  $125,000,  his  taxable  capital  gain  is  $105,000 
and  he  owes  $29,400  in  capital  gains  taxes.  If  the  purchase  price  of  his  house  were  indexed  for 
inflation,  as  fairness  would  dictate,  his  basis  would  equal  $330,000  after  accounting  for  the  154 
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percent  inflation  since  1975,  and  he  would  owe  the  government  nothing  because  his  $25,000 
capital  gain  would  be  less  than  the  exclusion. 

Few  myths  are  as  enduring  as  the  myth  that  only  the  rich  benefit  from  capital  gains.  In 
this  example,  the  sale  of  our  moderate-income  individual's  house  (a  non-recurring  capital  gain) 
made  him  look  rich  that  one  year.  A  more  realistic  picture  of  his  economic  situation  is 
portrayed  by  using  "ordinary  income.*  In  1987,  the  latest  year  for  which  data  are  available, 
more  than  70  percent  of  those  reporting  capital  gains  had  ordinary  income  of  less  than  $50,000. 

Even  those  people  who  don't  sell  property  gain  by  indexation.  The  stock  market  likely 
would  appreciate  by  20  percent  as  a  direct  consequence  of  indexing  capital  gains  and 
depreciation  deductions.  The  market  appreciation  would  stiengthai  the  pension  systems  of 
private  companies  and  the  pension  funds  of  public  employees.  Indexing  capital  gains  and 
depreciation  would  yield  enormous  dividends,  for  example,  to  the  16  million  moderately  paid 
state  and  local  government  employees  who  have  almost  $900  billion  at  stake  in  state  and 
municipal  pension  funds. 

Budgetary  Impact  of  Indexiiig  Capital  Assets  for  Inflation.  Loud  objection  to 
indexing  may  be  expected  ft'om  deficit  hawks  on  both  sides  of  the  aisle.  Here  again,  such 
concerns  are  misplaced.  The  study  done  for  the  Chamber  by  Fiscal  Associates,  Inc.  estimates 
that  even  if  indexing  gives  no  boost  to  economic  growth,  the  unlocking  of  assets  would  yield  the 
federal  government  on  net  slightly  more  than  $10  billion  in  additional  revalues  in  the  first  two 
years  and  about  $8.5  billion  more  to  state  and  local  governments.  Mr.  Chairman,  I  would  like 
to  submit  this  study,  'Econonuc  and  Revenue  Effects  of  Indexing  Capital  Gains  and  Dq>reciation 
'basis'  for  Inflation,"  for  the  record. 

Encouraging  Investment  in  Research  and  Development 

Industrial  progress  depends  on  the  development  of  innovative  products  and  methods. 
Research  and  experimentation  (R&E)  conducted  by  business  is  the  primary  means  by  which 
innovation  is  generated.  Scientific  developments  are  transformed  into  new  products  and 
processes  that  result  in  increased  productivity,  improved  living  standards  and  sustained  economic 
growth. 

The  Chamber  Federation  believes  that  a  successful  national  R&E  policy  is  best  served 
through  reliance  on  private  R&E  expenditures.  Private  industry  is  now  responsible  for  72 
percent  of  R&E  and  the  R&E  tax  credit  has  been  an  important  factor  in  stimulating  this 
investment.  Between  1981,  when  the  credit  was  enacted,  and  1985,  the  R&E  tax  credit 
stimulated  $2.5  billion  in  new  research  spending. 

A  permanent  R&E  credit  is  necessary  to  ensure  that  the  United  States  remains  the  largest 
investor  in  absolute  size  of  R&E  expenditures  and  to  ensure  that  American  business  remains 
internationally  competitive.  It  is  estimated  that  private  companies  wiD  increase  investment  more 
than  $18  billion  over  the  next  five  years,  if  the  R&E  credit  is  permanently  extended. 
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American  business  needs  stable  and  consistent  tax  policy.  Research  is  inherently  long- 
range,  and  industry  needs  stable  policies  to  encourage  commitment  to  long-term  investments. 
The  uncertainty  surrounding  the  future  existence  of  the  credit  no  doubt  leads  to  businesses 
reducing  their  commitment  to  long-term  R&E  projects,  and  in  turn  reduces  the  social  benefits 
from  R&E  spending  to  all  Americans.  Permanent  extension  of  the  R&E  credit  would  eliminate 
this  uncertainty  and  provide  the  needed  incentive  needed  for  businesses  to  increase  investment 
in  R&E. 

AJtemativy  M|niimiin  Jf(v 

All  of  the  investmoit  incentives  discussed  above  will  be  sevoely  hampered  if  the 
alternative  minimum  tax  (AMT)  law  is  not  reformed  significantly  or  abolished.  Under  current 
law,  even  the  best  ITC,  any  accelerated  depreciation  system  or  neutral  cost  recovery  system 
would  be  unavailable  for  use  by  most  corporations  because  of  AMT.  The  AMT  is,  in  essence, 
a  separate  tax  system  requiring  some  companies  to  calculate  depreciation  in  as  many  as  19 
different  ways.  The  purpose  of  the  AMT  was  to  close  loopholes  for  companies  that  perennially 
experienced  positive  cash  flow  profits,  but  did  not  have  tax  liability.  The  recession, 
unfortunately,  has  put  many  corporations  under  AMT  -  an  unintended  result  that  has  greatly 
stifled  investment  spending  since  an  AMT  corporation  can  recover  very  little  of  its  investment 
expenses.  Paradoxically,  tax  law  has  put  under  the  AMT  many  companies  that  have  invested 
heavily  and  have  created  jobs  during  the  recession,  and  as  a  result  discourages  future  investment 
and  growth. 


THE  ECONOMIC  IMPACT  OF  FEDERAL  INFRASTRUCTURE  SPENDING: 
"MICRO"  INVESTMENT  VERSUS  "MACRO"  PUMP-PRIMING 

There  are  three  distinct  economic  arguments  for  public  works  spending  projects.  First, 
there  may  exist  certain  public  spending  programs,  which  would  not  be  undertaken  by  the  private 
sector,  that  have  high  enough  rates  of  return  that  the  overall  social  benefits  from  the  public 
spending  exceed  the  foregone  private-sector  activity  that  the  public  spending  displaces.  Second, 
there  may  exist  certain  public  spending  programs  that  enhance  the  overall  efficiency  of  the 
economy  so  that  the  private  sector  is  able  to  increase  ou^ut  beyond  what  it  is  capable  of  in  the 
absence  of  the  public  spending.  Third,  public  works  projects  might  stimulate  aggregate  demand 
in  the  economy  and  thus  lift  the  economy  out  of  stagnation. 

The  empirical  evidence  supports  increasing  public  spending  on  the  first  two  grounds  if 
the  spending  projects  are  carefully  selected.  The  empirical  evidence  does  not  support  public 
worla  spending  projects  to  stimulate  aggregate  demand.  We  address  these  three  cases  in  reverse 
order  below. 

Confronted  by  the  stubborn  nature  of  the  recent  recession,  some  economists  have 
revisited  the  Keynesian  notion  that  increased  federal  spending  through  public  works  projects 
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could  stimulate  aggregate  demand  and  thus  "prime  the  economic  pump."  This  view  portends 
a  wealth-generating  or  "multiplier""  effect  from  public  spending.  Harvard  economist  Robert  J. 
Barro  recently  described  the  theory  this  way: 

An  increue  in  aggregate  demand  resulti  £rom  the  govenunent'i  higher  expenditure*  and 
then  supposedly  leads  to  so  much  utilization  of  underemployed  labor  and  capital  that 
output  expands  by  more  than  the  rise  in  government  spending  -  that  is,  by  a  multiplier 
greater  than  one.' 

Keynesians  claim  that  the  burden  of  the  new  taxes  or  the  increased  public  debt  that  is 
required  to  finance  such  spending  programs  is  more  than  offset  by  the  positive-sum,  stimulative 
effects  of  the  new  "investment." 

Recent  economic  experience  casts  serious  doubt  on  this  proposition.  If  government 
spending  per  se  is  stimulative  to  the  economy,  why  have  we  seen  no  demonstrable  effect? 
Federal  spending  as  a  percentage  of  GDP  rose  steadily  during  the  Bush  Administration's  tenure, 
from  22.1  percent  in  FY  1989  to  an  estimated  23.9  in  FY  1993,  according  to  the  new  0MB 
figures.  In  particular,  federal  infrastructure  spending  increased  dramatically.  Since  1989,  total 
spending  on  infrastructure  has  increased  40  percent.  Budget  authority  for  highway  spending  is 
up  by  31  percent  since  1989;  on  airports,  up  29  percent;  on  environmental  infrastructure,  up  32 
percent;  and  on  energy  and  science  infrastructure,  up  85  percent. 

Moreover,  for  the  entire  decade  of  the  1980s,  when  the  conventional  wisdom  would  have 
us  believe  nation's  infrastructure  crumbled  into  disrepair,  the  rate  of  growth  of  public 
construction  actually  exceeded  the  rate  of  growth  in  nonresidential  fixed  investment.  In  other 
words,  governments  increased  construction  spending  faster  during  the  1980s  than  did  private 
businesses. 

Seventy-one  percent  of  all  new  jobs  recorded  by  the  Labor  Department's  establishment 
survey  between  December  1988  and  December  1992  were  state,  local  and  federal  government 
jobs.  In  effect,  we  have  had  one  of  the  biggest  public  works  programs  in  history  during  the  past 
four  years,  yet  real  gross  domestic  product  growth  averaged  a  dismal  0.6  percent  per  year  and 
job  growth  has  been  stagnant.  It  would  seem  that  attempts  at  macroeconomic  pump-priming, 
intended  or  not,  at  best  produce  zero  sum  gains  for  the  economy,  and  at  worst  serve  to  hamper 
economic  growth  by  forcing  tax  burdens  higher. 

While  some  economists  continue  to  make  the  broad  claim  that  any  government  spending 
is  good  for  the  economy,  a  much  larger  group  of  economists  have  emerged,  including  many  top 
economic  advisers  to  the  incoming  Clinton  Administration,  with  a  more  sophisticated  argument. 
This  view  claims  that  carefully  targeted  increases  in  public  spending  —  broadly  described  as 
"investment"  —  can  do  what  Keynesian  demand  stimulus  has  failed  to  do,  increase  real  economic 
growth.  Specifically,  these  theorists  support  targeted  investments  in  work  force  training,  capital 


Robert  J.  Barro,  "Keynes  Is  Still  Dead,"  Wall  Street  Journal,  October  29,  1992. 
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spending  on  infrastructure  and  more  public  investments  in  research  and  development,  particularly 
in  the  high  technology  industries. 

The  more  sophisticated  public  investment  view  is  supported  by  a  body  of  literature  that 
seeks  to  demonstrate  a  positive  return  on  public  investment.  The  most  cited  in  this  genre  is  a 
1989  article  in  the  Journal  of  Monetary  Economics  by  economist  David  Aschauer^  thai  finds  an 
empirical  relationship  between  the  decline  in  productivity  growth  in  the  1970s  and  the  fall  in 
government  spending  on  inftastructure.  Thus  private  ou^ut  per  unit  of  aq)ital  (and  labor) 
appears  to  be  dependent  on  the  stock  of  'public  capital'  (manifesting  itself  as  roads,  bridges  and 
airports).  More  recently,  Aschauer  has  concluded  that  "America's  economy  suffers  a  crippling 
deficit  in  sp«iding  on  vitally  needed  public  works.  Declining  U.S.  public  investment  is  a  major 
cause  of  our  economy's  faltering  productivity,  profitability,  and  private  sector  ci^ital 
formation."^  Similar  findings  appear  in  studies  by  Alicia  Munnell*  and  Jonathan  B.  Ratner.* 

One  problem  with  this  public  investment  literature  is  that  it  wrongly  les^s  from  findings 
of  empirical  regularity  to  conclusions  of  a  functional  economic  relationship  between  the  rate  of 
public  investment  and  the  productivity  of  private  labor  and  capital.  More  recent  work  on  this 
question  by  economist  John  A.  Tatom*  finds  other  factors  that  contributed  to  the  decline  in 
American  productivity  during  the  1970s  that  had  nothing  to  do  with  the  decline  in  public 
investment.  Specifically,  Tatom  provides  evidence  that  "the  entire  decline  in  productivity 
growth  from  late  1973  to  1981  resulted  from  the  rise  in  energy  prices  and  the  associated 
reductions  in  the  capital-labor  ratio.  Tests  of  the  effects  of  public  capital  on  private  output  have 
not  controlled  for  these  effects.''  With  such  considerations  in  mind,  Tatom  achieves  far 
different  results: 


^  David  Alan  Aschauer,  "Is  Public  Expenditure  Productive?"  Journal  of  Monetary 
Economics,  Vol.  23,  No.  2,  March,  pp.  177-200.  See  also.  Is  Government  Spending 
Stimulative?,"  Contemporary  Policy  Issues,  Vol.  Vm,  October  1990. 

'  David  Alan  Aschauer,  "Infrastructure:  America's  Third  Deficit,"  Challenge,  March-April 
1991. 

*  Alicia  H.  Munnell,  "Why  has  Productivity  Growth  Declined?  Productivity  and  Public 
Investment,"  New  England  Economic  Review,  January/February  1990. 

'  Jonathan  B.  Ratner,  "Government  Coital  and  the  Productive  Function  for  U.S.  Output," 
Economic  Letters  1983. 

*  John  A.  Tatom,  "Public  Capital  and  Private  Sector  Performance,"  The  Federal  Reserve 
Bank  of  St.  Louis  Review,  Vol.  73,  No.  3. 

'  Ibid,  p.  10. 
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An  increuing  number  of  people  are  advocating  increased  govenunent  capital  spending  to  raise  private  sector 
output,  productivity  and  private  capital  formation.  The  evidence  presented  here,  based  on  the  post  World 
War  n  experience,  suggests  that  a  rise  in  public  capital  spending  would  have  no  statistically  significant  effect 
on  these  measures.  Earlier  claims  of  a  positive  and  significant  effect  of  public  capital  on  private  sector 
output  have  arisen  from  spurious  estimates.  In  fact,  most  of  these  eaiiier  estimates  have  ignored  a  trend  or 
broken  trends  in  productivity,  as  well  as  the  statistically  significant  influence  of  energy  price  changes.... 
When  all  of  these  problems  are  addressed  using  a  first-difference  estimate  of  the  production  fimction,  the 
public  capital  stock  effect  on  private  sector  output  is  not  statistically  different  from  zero.' 

There  is,  however,  an  important  distinction  between  public  works  programs  aimed  at 
stimulating  aggregate  demand  and  productivity,  and  specific  public  investments  in  the 
maintenance  and  developmoit  of  the  nation's  infrastructure.  While  the  former  wrongly  seeks 
to  expand  the  macrtjeconomy,  the  latter  is  focused  on  the  microeconomic  problem  of  operative 
efficiency  and  direct  public  benefits.  For  instance,  a  heavily-used  interstate  highway  will  move 
more  traffic  per  hour  than  a  poorly-maintained  road  that  slows  traffic  and  is  accident-prone.  It 
makes  perfect  economic  sense  to  maintain  that  highway  at  full  operative  capacity  on  efficiency 
grounds-indeed  it  may  even  justify  spending  more  public  or  private  money  to  increase  the 
highway's  capacity  and  thus  improve  the  local  economy's  efficiaicy.  Motorists  and  businesses 
also  derive  immediate  direct  benefits  from  improved  transportation  facilities. 

Some  argue  that  a  strict  cost/benefit  test  is  inappropriately  applied  to  much  public  works 
spending.  They  argue  that  it  is  impossible  to  know  what  the  net  positive  benefits  of  public 
investments  are  because  of  the  unknowable,  unmeasurable  positive  effects  that  ripple  through 
the  economy  as  a  result  of  new  infrastructure  spending.  The  obvious  question  to  be  raised  is: 
if  the  benefits  are  unmeasurable  and  unknowable  after  the  fact,  how  are  public  officials  to  sort 
out  good  projects  from  bad  ones  before  the  fact?  Pursuing  this  line  of  logic  too  far  is  likely  to 
justify  all  manner  of  otherwise  questionable  public  works  projects  on  the  grounds  that  some  of 
them  will  be  beneficial,  although  we  cannot  ever  know  which  ones  or  by  how  much. 

This  question  of  knowledge  provides  an  important,  fundamental  distinction  between 
government  investment  and  private  investment.  Government  investment  necessarily  is  wedded 
to  the  political  process-a  process  that  necessarily  produces  political  outcomes  that  do  not 
necessarily  reflect  any  economic  factors.  Conversely,  private  investments  are  always  made 
based  on  supply  and  demand,  subject  to  profit  and  loss.  These  constantly  changing  economic 
conditions,  though  often  inarticulate,  are  conveyed  to  market  participants  through  relative  prices. 
The  process  of  knowledge  conveyance  in  private  markets  has  been  developed  in  the  economics 
literature  most  notably  by  Nobel  Laureate  F.A.  Hayek.' 


•  Ibid,  p.  13.  For  the  most  recent  research  on  this  question,  see  Douglas  Holtz-Eakin, 
"Public-Sector  Qq)ital  and  the  Productivity  Sector,"  National  Bureau  of  Economic  Research 
Working  Paper,  No.  4112,  July,  1992. 

'  F.A.  Hayek,  "The  Use  of  Knowledge  in  Society,"  Individualism  and  Economic  Order 
(Chicago:  University  of  Chicago  Press,  1948). 
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These  insights  of  Hayek  have  profound  policy  implications.  If  Congress  decides  that 
more  investment  in  R  &  D  and  increased  work-force  training  is  called  for,  it  is  far  preferable 
to  marshall  the  forces  of  the  market  in  allocating  this  increased  investment  by  using  tax 
incentives  than  to  make  direct  government  expenditures. 

Among  those  infrastructure  activities  that  can  be  justified  as  improving  the  overall 
efficiency  of  the  economy  is  investment  in  telecommunications  infrastructure.  Expansion  of  the 
telecommunications  infrastructure  can  assist  in  the  development  of  an  advanced  communications 
network  which  can  improve  the  delivery  of  business  services  and  enhance  productivity  on  a 
national  and  local  level,  while  meeting  the  education,  training,  and  health  care  needs  of  local 
communities.  America's  competitive  position  in  the  21st  century  will  depend  in  large  part  on 
the  nation's  ability  to  develop  and  maintain  an  advanced  telecommunications  inf^tructure 
capable  of  efficiently  processing  vast  amounts  of  information  and  making  such  information 
available  in  productive  ways  to  communities  nationwide. 

Federal,  state  and  local  governments  and  the  private  sector  should  work  together  to 
facilitate  the  development  of  an  advanced  national  communications  network  which  could 
dramatically  improve  business  services  and  productivity  as  well  as  access  by  local  communities 
to  education,  training  and  health  care. 


TAX  INCREASES  ARE  UNNECESSARY  AND  ECONOMICALLY  DESTRUCTIVE 

There  are  a  number  of  pressing  problems,  such  as  airport  gridlock,  that  could  be 
alleviated  through  a  careful  increase  in  infrastructure  outlays.  For  many  such  problems,  funds 
already  have  been  levied  and  earmarked,  but  sit  unreachable  as  paper  trust  funds  in  the  federal 
budget.  A  possible  exception  to  this  general  rule  may  be  the  Highway  Trust  Fund.  Although 
there  is  currently  an  $11.37  billion  surplus  in  the  Fund,  a  September  1992  General  Accounting 
Office  report  suggests  that  by  FY  1999,  the  Highway  Trust  Fund  will  fall  $5.9  billion  short  of 
authorizations.  The  trend  change  resulted  from  new  spending  authorizations  included  in  the 
Intermodal  Surface  Transportation  Efficiency  Act  of  1991.  However,  it  should  be  noted  that 
even  under  the  GAO's  worst-case  scenario,  the  Highway  Trust  Fund  is  still  7  years  away  from 
insolvency.  Should  economic  growth  and  gas  tax  revenues  pick  up  in  the  interim,  the  problem 
disappears. 

If  Congress  decides  on  efficiency  grounds  that  more  spending  on  infrastructure  is 
required  immediately  than  is  available  in  the  trust  funds,  it  should  reallocate  current  spending 
away  from  consumption  and  into  new,  well  thought-out  projects,  as  suggested  by  the  incoming 
Clinton  Administration.  This  shift  of  funds  would,  in  effect,  reclaim  the  2  1/2  cent  of  the  5  cent 
gasoline  tax  increase  diverted  to  general  "deficit  reduction"  as  part  of  the  1990  Omnibus  Budget 
Reconciliation  Act  and  reallocate  those  monies  for  their  original  purpose.  Raising  taxes,  even 
earmarked  taxes,  to  increase  infrastructure  spending  would  be  a  mistake. 
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An  even  bigger  mistake  would  be  to  increase  the  gasoline  tax  to  fuel  non-iniirastnicture 
spending.  One  hears  disturbing  rumblings  about  raising  the  gasoline  tax  to  pay  for  so-called 
long-term  public  investments  in  all  manner  of  non-transportation  related  activities.  This  would 
be  an  enormous  mistake  and  compound  the  mistakes  of  the  past  decade. 

Since  the  1981  tax  cuts,  which  spurred  investment  and  economic  growth,  taxes  at  all 
levels  of  government  have  increased  many  times.  Excq>t  for  the  tax  act  in  1982  (then  the 
largest  in  history),  which  reversed  some  of  the  1981  cuts,  and  the  1990  Budget  Act,  which 
raised  federal  taxes  by  $160  billion  over  five  years,  the  other  sepaxztt  tax  increases  were  each 
of  a  small  amount.  However,  over  time,  the  combined  effect  of  the  numerous  small  tax 
increases  is  quite  large.  In  1993,  a  combination  of  various  federal  tax  increases  will  amount  to 
at  least  $13  billion.  It  has  been  estimated  that  state  and  local  governments  facing  budget  crises 
will  increase  1993  taxes  by  almost  $17  billion.  The  combined  federal,  state  and  local  tax 
increase,  roughly  $30  billion,  is  not  an  insignificant  amount.  Since  Congress  plans  to  offset  any 
tax  cuts  it  enacts  in  1993  with  additional  tax  increases,  the  economy  could  be  facing  upwards 
of  $50  billion  of  tax  increases  in  1993. 

Congress  usually  spends  more  than  it  manages  to  raise  through  tax  hikes.  Estimates 
vary,  but  researchers  have  shown  that  spending  tends  to  rise  by  $1.57  or  more  every  time 
Congress  raises  taxes  by  $1.  Witness  the  past  two  years.  Although  the  1990  Omnibus  Budget 
Reform  Act  promised  over  $300  billion  in  spending  cuts  between  1991  and  1995,  the  spending 
baseline  has  actually  risen.  This  occurred  even  though  the  tax  increases  have  evj^rated.  If, 
on  the  other  hand,  the  new  administration's  numbers  show  tax  cuts  to  spur  economic  growth 
and,  at  the  same  time,  Congress  cuts  future  spending,  then  history  suggests  there  is  a  good 
chance  that  this  policy  will  succeed  in  raising  the  growth  in  the  economy  and  lowering  the 
federal  deficit. 

When  setting  spending  priorities,  the  problem  is  one  of  separating  real  investment 
spending  needs  from  old-fashioned  Congressional  pork.  Economist  Robert  J.  Barro,  for 
instance,  finds  that: 

invotroent  in  public  infrutnicture  u  a  broad  categoiy  ofTen  reaionible,  but  oot  eztraordinuy,  rata  of 
return.  Thii  finding  ii  eoofistent  with  coM-benefit  uialyica  that  have  been  applied  to  individual  projecti. 
The  broad  concluiion  from  tbeie  itudie*  if  that  the  higheat  returns  derive  from  maintenance  of  existing 
capital  (with  rate*  of  return  up  to  40%  per  year)  and  from  highway  projects  in  congested  citie*  (with  rates 
of  return  of  10%  to  20%  annually).  In  other  words,  fixing  polhoks  is  a  good  idea,  but  buUet  trains  and 
advanced  communications  networks  are  leas  obvious.'* 

Therefore,  the  way  to  achieve  economic  efficiency  gains  is  to  take  money  currently  being 
spent  on  low-return  public  projects  and  on  public  consumption  and  redirect  it  toward  public 
infrastructure  projects  with  a  higher  rate  of  return  that  is  more  comparable  to  what  is  achievable 
in  the  private  sector.  There  are  no  efficiency  gains  to  be  had,  however,  by  diverting  more 
resources  out  of  the  private  sector  into  public  infrastructure  spending. 


'Keynes  Is  Still  Dead." 
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Because  there  is  little  or  no  stimulus  to  aggregate  economic  growth  accruing  from 
enhanced  investment  in  infrastructure,  Congress  must  be  careful  to  fund  new  investment 
spending  on  infrastructure  with  cuts  from  planned  spending  increases  on  consumption. 
Otherwise,  the  private  sector  will  be  burdened  with  financing  a  higher  federal  deficit  over  the 
longer-term.  It  is  probably  not  possible  to  put  a  lasting  lid  on  federal  consumption  expenditures 
such  as  most  entidements,  transfer  programs  and  subsidies  at  this  time.  Congress  can  set 
temporary  caps,  but  at  the  same  time  it  must  set  up  various  commissions  on  spending,  divided 
by  spending  category,  to  recommend  a  permanoit  program  of  spending  restraint  later  in  1993. 

Projections  by  the  CBO  reveal  that  to  balance  the  budget  in  2002,  the  average  annual  rate 
of  spending  growth  must  be  limited  to  at  most  3.0  percoit.  This  is  almost  as  large  as  the 
projected  rate  of  inflation  over  that  time.  It  is  slightly  higher  than  the  projected  rate  of 
economic  growth,  a  2.5  percent  average  annual  growth  rate. 

Spending  growth  will  almost  surely  be  double  the  3.0  percent  rate  in  1993.  CBO 
projects  that  long-term  spending  will  grow  by  at  least  a  5.5  percent  rate  through  2002.  This  is 
less  than  the  rate  of  growth  in  spending  from  1980  through  1992.  However,  the  economy  grew 
faster  with  greater  inflation  during  that  time  than  is  projected  for  the  next  ten  years.  As  a  result, 
CBO  still  projects  a  deficit  of  over  $400  billion  by  2002.  Clearly,  further  spending  restraint  is 
necessary  to  ease  the  burden  on  the  private  economy  to  finance  government  growth.  The  key 
step  to  reducing  future  deficits  is  to  enact  tough  spending  prioritization  plans  to  take  spending 
increases  away  from  consumption  and  put  them  toward  investment.  Enhanced  private  investment 
incentives  can  then  perform  a  second,  important  task:  The  higher  economic  growth  that 
incentives  help  generate  will  raise  federal  revenue  growth.  This  will  allow  the  federal 
government  to  close  the  deficit  sooner  or  to  keep  spending  growth  above  3.0  percent  for  ten 
years  and  still  balance  the  budget  by  2002. 


IT'S  TIME  FOR  A  CHANGE  IN  POUCIES  THAT  IMPEDE  ECONOMIC  GROWTH 

The  policy  process  has  become  fixated  on  the  budget  deficit  and  that  fixation  is  reinforced 
by  an  institutionalized  bias  that  pretends  that  tax  cuts  on  capital  have  no  significant  positive 
effect  on  investment  and  that  capital  formation  is  unaffected  by  tax  policy.  This  fixation  has 
produced  an  inordinate  fear  of  change  -  a  bipartisan,  policy  paralysis  that  is  symptomatic  of  a 
collective  neurosis  unwarranted  by  the  facts. 

If  the  economic  benefits,  and  hence  the  increased  revenues,  from  policy  changes  such  as 
indexing  capital  assets  don't  materialize,  it  may  be  necessary  to  raise  taxes  again  a  few  years 
from  now.  We  won't  know  until  we  get  there.  On  thing  we  know  for  sure:  It  would  be  foolish 
to  forego  the  certain  immediate  benefits  of  policies  such  as  indexing  because  of  anxiety  that  the 
resulting  economic  improvements  may  not  be  permanent  —  especially  when  any  revenue  shortfall 
is  so  directly  amenable  to  immediate  congressional  remedy  if  one  develops.  It  is  a  calculated 
risk  we  should  be  willing  to  take. 
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It  simply  makes  no  sense  for  Americans  to  endure  unfair  and  economically  damaging  tax 
policy  because  of  a  trepidation  that  Congress  might  prove  incapable  of  taking  responsible  action 
in  the  future.  After  all,  one  does  not  refrain  from  motoring  west  from  the  east  coast  simply 
because  he  would  fall  into  the  Pacific  Ocean  if  he  failed  to  alter  his  heading  at  some  later  point. 
Yet,  Congress  continues  to  refuse  to  take  a  chance  on  specific  tax  policy  changes  to  create  a 
more  capital-friendly  environment. 

It  is  time  for  a  change.  It  is  time  to  use  a  little  common  sense.  All  we  are  saying  is, 
give  growth  a  chance. 


193 


UNITED  STATES  ECONOMIC  OLTLOOK  1993 

Prepared  by  the  U.S.  Chamber  of  Commerce 

First  Quarter  1993 

(Percent  change  from  previoui  periods  at  seasonally  adjusted  annual  rates  unless  otherwise  indicated  by  shading.) 
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FORECAST  ASSUMPTIONS 


This  forecast  table  contains  final  estimates  of  the  National  Income  and  Product  Accounts  for  the  third  quarter  of  1992. 
The  nation's  money  supply  M(2)  is  assumed  to  grow  by  35  percent  in  1993.  The  trade  weighted  exchange  value  of  the 
dollar  is  projected  to  rise  by  1.0  percent  in  1993. 

SOURCE:  VS.  Chamber  of  Commerce,  Forecast  Section. 
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The  U.S.  Chamber  of  Commerce  is  pleased  to  release  "The  Economic  and  Revenue 
Effects  of  Indexing  Capital  Gains  and  Depreciation  'Basis'  for  Inflation."  In  this  important  new 
study,  former  Treasury  Economists  Gary  and  Aldonna  Robbins  find  that  both  the  indexation  of 
capital  gains  and  depreciation  "basis"  would  prove  a  powerful  boost  to  the  struggling  U.S. 
economy.  Indexing  capital  gains  alone  would  have  an  immediate  positive  effect  on  growth  and 
would  create  some  938,000  new  jobs  and  $1.6  trillion  in  additional  GDP  by  the  year  2000. 

The  authors  conclude  that  indexation  of  the  basis  of  both  capital  gains  and  depreciation, 
when  taken  together,  would  "lead  to  an  additional  1  percentage  point  increase  in  the  growth  rate 
over  the  next  six  years.  The  2.4  percent  average  long-run  growth  rate  currently  predicted  by 
most  forecasters  could  become  the  3.4  percent  enjoyed  during  the  last  six  years  of  the  Reagan 
Administration." 

The  study  estimates  that  during  the  first  four  years,  using  a  static  revenue  estimating 
procedure  (i.e.,  assuming  no  increase  in  economic  growth  due  to  indexing),  the  unlocking  effect 
of  indexing  capital  gains  will  generate  $20  billion  in  new  capital  gains  revenues  for  the  federal 
government  alone,  which  will  offset  an  estimated  $20  billion  static  revenue  loss  in  federal 
revenues  due  to  indexing  depreciation.  When  the  dynamic  effects  of  increasing  economic  growth 
are  taken  into  account  (i.e.,  when  increased  economic  growth  due  to  indexing  is  factored  in), 
the  study  estimates  that  the  combined  indexation  of  capital  gains  and  depreciation  will  actually 
yield  a  five-year  revenue  increase  to  the  federal  government  equaling  $176.5  billion.  State  and 
local  governments  can  expect  to  increase  their  total  revenues  by  approximately  $134.6  billion 
during  this  same  five  year  time  period. 

The  case  for  indexation  is  not  ideological.  Even  those  economists  who  favor  taxing 
ordinary  income  and  capital  gains  at  identical  rates,  for  example,  agree  that  the  part  of  capital 
gain  attributable  to  inflation  should  not  be  taxed.  The  taxation  of  inflationary  gains  is  unjust  and 
economically  damaging.  Thwarted  by  continued  congressional  inaction,  the  president  is  said  to 
be  looking  intently  for  actions  he  can  take  on  his  own  to  help  get  the  economic  recovery  out  of 
low  gear.  No  other  single  action  he  could  take  alone  would  be  more  helpful  to  the  economy 
than  to  use  his  administrative  authority  to  index  capital  gains  and  depreciation  for  inflation. 


.^^ 


Lawrence  A.  Hunter 

Vice  President  and  Chief  Economist 
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ECONOMIC  AND  REVENUE  EFFECTS 

OF  INDEXING  CAPITAL  GAINS  AND 

DEPRECIATION  "BASIS"  FOR  INFLATION 

Prepared  by: 
Fiscal  Associates,  Inc. 

For: 
The  U.S.  Chamber  of  Commerce 

August  24,  1992 


Capital  gains  income  and  tax  depreciation  depend  on  the  definition  of  "basis." 
Generally,  basis  is  the  "cost"  of  obtaining  an  asset  —  either  financial  or  physical.  In 
measuring  income  for  tax  purposes,  taxpayers  are  allowed  to  recover  their  cost  (basis) 
without  tax.  Tax  law,  however,  does  not  index  the  basis  for  inflation  that  has  occurred 
between  the  time  of  acquisition  and  sale  of  the  asset. 

The  capital  gains  tax  applies  to  the  value  of  the  asset  less  its  basis.  Much  of  the 
capital  gains  from  an  asset  held  for  a  number  of  years  results  from  the  increase  in  price  due 
solely  to  inflation. 

Depreciation  deductions  also  depend  on  the  basis  concept.  The  purpose  of 
depreciation  is  to  exclude  the  principal  used  in  purchasing  an  asset  from  a  third  layer  of 
taxation.  Here  again,  however,  inflation  taints  the  adjustment  for  original  cost.  Replacing 
an  asset  generally  costs  more  than  the  original  cost.' 

Adjusting  an  asset's  basis  for  inflation  would  more  accurately  reflect  the  true 
economic  effects  involved.  In  the  case  of  capital  gains  only  "real"  economic  gains  would  be 
taxed.  In  the  case  of  depreciation  the  adjustment  would  acknowledge  rising  costs  of 
replacement  due  to  inflation. 

Indexing  the  Basis  for  Capital  Gains 

Tables  1  through  3  show  the  economic  and  revenue  effects  of  allowing  the  capital 
gains  basis  to  be  indexed  from  the  last  time  it  was  determined.'  We  have  assumed  that  the 
change  would  be  effective  in  the  last  third  of  1992.  All  other  tax  provisions,  including 
depreciation,  are  assumed  to  remain  the  same  as  current  law. 


'  Lengthening  cost  recovery  also  distorts  investment  decisions  because  it  does  not  adjust 
for  the  time  value  of  money. 

-  In  other  words,  the  last  time  the  asset  was  evaluated  for  tax  purposes  such  as  original 
purchase  or  step  up  at  the  time  of  inheritance. 
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Indexing  will  dramatically  unlock  capital  gains  that  have  been  building  over  the  last 
several  years.  The  forty  percent  increase  in  capital  gains  tax  rates  contained  in  the  Tax 
Reform  Act  of  1986  has  led  to  a  significant  drop  in  capital  gains  realizations.  Realizations 
in  1990  are  below  those  in  1984  despite  a  large  increase  in  stock  market  values  and  normal 
economic  growth.  In  short,  as  we  and  others  predicted,  tax  revenues  from  capital  gains  are 
no  higher  today  than  they  were  before  the  rate  increase. 

We  estimate  that  realizations  from  the  unlocking  would  increase  capital  gains  tax 
revenues  by  about  $20  billion  over  the  first  four  years.  In  the  long-run,  we  estimate  that  the 
change  would  be,  on  average,  equivalent  to  an  80  percent  exclusion  of  nominal  (unadjusted) 
capital  gains. 

Indexing  capital  gains  also  would  lower  the  cost  of  capital  and  increase  economic 
growth.   We  estimate  that  indexing  capital  gains  for  inflation  would: 

•  Create  542,000  jobs  by  1996  and  938,000  by  the  year  2000. 

•  Increase  U.S.  capital  formation  by  $1.6  trillion  by  1996  and  by  $2.7  trillion  at 
the  end  of  the  decade. 

•  Add  $473  billion  to  GDP  by  1996  and  $1.6  trillion  by  the  end  of  the  decade. 

By  the  year  2000,  we  estimate  that  the  static  revenue  loss  would  be  $16.3  billion  a 
year.  The  additional  $54.8  billion  in  federal  revenue  resulting  from  higher  economic  growth, 
however,  would  produce  a  net  revenue  gain  of  $38.6  billion  a  year.  Higher  economic  growth 
also  would  benefit  state  and  local  governments,  increasing  their  annual  revenues  by 
$38.1  billion. 

Indexing  the  Basis  for  Depreciation 

Tables  4  through  6  show  the  economic  and  revenue  effects  of  applying  the  inflation 
adjustment  to  the  basis  for  depreciation  deductions.  Following  the  capitals  gains  convention, 
we  have  assumed  that  the  new  adjustment  would  apply  to  the  last  adjusted  basis.  This 
assumption  limits  the  inflation  adjustment  to  the  remaining  basis  of  the  existing  U.S.  capital 
stock  and  to  new  investment.  The  limitation  prevents  an  immediate  $40  billion  a  year 
revenue  loss  that  would  simply  represent  a  windfall  gain  to  owners  of  existing  assets. 

Indexing  depreciation  deductions  would  lower  the  cost  of  capital  and  increase 
economic  growth.   We  estimate  that  this  indexing  would: 

•  Create  931,000  jobs  by  1996  and  1.7  million  by  the  year  2000. 

•  Increase    U.S.    capital    formation   by   almost   $3  trillion    by    1996   and    by 
$4.8  trillion  at  the  end  of  the  decade. 
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•         Add  $804  billion  to  GDP  by  1996  and  $2.8  trillion  by  the  end  of  the  decade. 

The  static  revenue  loss  would  amount  to  about  $20  billion  over  the  first  four  years 
—  matching  the  static  revenue  increase  from  unlocking  capital  gains.  By  the  year  2000,  the 
provision  would  be  losing  almost  $45  billion  annually.  The  prospective  (or  backloaded) 
nature  of  the  revenue  loss  allows  the  government  to  provide  substantial  investment 
incentives  with  a  minimal  initial  static  revenue  loss.  It  is  as  if  the  government  provides  a 
break  to  businesses  if  they  agree  to  defer  taking  it  until  later. 

Higher  economic  growth,  however,  would  produce  a  net  annual  revenue  gain  of 
$55.1  billion  by  the  year  2000.  Higher  economic  also  would  benefit  state  and  local 
governments,  increasing  their  revenues  by  $68.6  billion  a  year. 

Indexing  the  Basis  for  Both  Capital  Gains  and  Depreciation 

Combining  indexing  for  capital  gains  and  depreciation  is  a  highly  effective  way  to 
provide  investment  incentives.  The  initial  static  revenue  losses  are  zero  over  the  first  four 
years.  Incentive  effects,  however,  are  at  their  maximum  immediately.  The  static  revenue 
losses  that  critics  will  claim  are  either  far  into  the  future  or  wishful  thinking.  The  current 
low  levels  of  capital  gains  realizations  will  continue  as  long  as  tax  rates  are  high.  The  choice 
is  between  more  revenue  now  at  a  lower  tax  rate  with  the  fall  off  later  on  or  a  continuation 
of  the  current  anemic  dribble  in  hopes  of  getting  a  little  more  in  the  future. 

When  economic  growth  is  considered,  indexing  capital  gains  and  depreciation  would 
yield  enormous  dividends  to  government  and  to  workers  (Tables  7  through  9).  High  taxes 
on  capital  drive  businesses  overseas,  costing  workers  their  jobs  and  government  its  tax  base. 
The  basis  adjustment  will  lower  the  capital  cost  of  doing  business  in  the  U.S.  by  20  percent 
and  make  the  mix  of  labor  and  capital  more  efficient.  These  two  effects  will  lead  to  an 
additional  one  percentage  point  increase  in  the  growth  rate  over  the  next  six  years.  The 
2.4  percent  average  long-run  growth  rate  currently  predicted  by  most  forecasters  could 
become  the  3.4  percent  enjoyed  during  the  last  six  years  of  the  Reagan  administration. 
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Table  1 
EFFECT  OF  BASIS  ADJUSTMENT  CHANGE  FOR  CAPITAL  GAINS 

(billions  of  nominal  dollars,  millions  of  jobs) 


Calendar 

Change  in 

Change  in 

Change  in 

Year 

GDP 

Jobs 

Capital 

1992 

11.7 

0.022 

116.7 

1993 

44.9 

0.095 

435.0 

1994 

91.4 

0.224 

857.3 

1995 

139.3 

0.377 

1,270.6 

1996 

185.7 

0.542 

1,649.7 

1997 

226.2 

0.689 

1,958.8 

1998 

260.4 

0.805 

2,204.0 

1999 

292.4 

0.880 

2,434.3 

2000 

323.4 

0.938 

2,653.4 

Table  2 
EFFECT  OF  BASIS  ADJUSTMENT  CHANGE  FOR  CAPITAL  GAINS 

(percentage  deviation  from  OMB  baseline) 


Percent 

Percent 

Percent 

Change  in 

Calendar 

Change  in 

Change  in 

Change  in 

Growth 

Year 

GDP 

Jobs 

Capital 

Rate 

1992 

0.22% 

0.02% 

0.59% 

0.11% 

1993 

0.80% 

0.09% 

2.09% 

0.26% 

1994 

1.51% 

0.20% 

3.92% 

0.38% 

1995 

2.15% 

0.34% 

5.53% 

0.43% 

1996 

2.69% 

0.48% 

6.82% 

0.44% 

1997 

3.07% 

0.60% 

7.69% 

0.43% 

1998 

3.31% 

0.69% 

8.22% 

0.41% 

1999 

3.48% 

0.74% 

8.62% 

0.38% 

2000 

3.61% 

0.78% 

8.91% 

0.36% 

Fiscal  Associates,  Inc. 


August  24,  1992 
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Table  3 
EFFECT  OF  BASIS  ADJUSTMENT  CHANGE  FOR  CAPITAL  GAINS 

(billions  of  nominal  dollars) 


Static 

Federal 

Dynamic 

State  & 

Federal 

Change 

Federal 

Lx)cal 

Net  to 

Calendar 

Revenue 

Due  to 

Revenue 

Revenue 

All 

Year 

Change 

Growth 

Change 

Change 

Governments 

1992 

6.4 

3.2 

9.6 

1.9 

11.5 

1993 

8.9 

9.7 

18.6 

6.2 

24.8 

1994 

4.7 

16.6 

21.3 

11.3 

32.6 

1995 

0.0 

24.2 

24.2 

16.7 

40.9 

1996 

-2.7 

31.8 

29.1 

22.1 

51.2 

1997 

-5.6 

38.6 

33.0 

26.9 

59.8 

1998 

-8.9 

44.6 

35.7 

30.9 

66.6 

1999 

-12.4 

49.8 

37.4 

34.6 

72.0 

2000 

-16.3 

54.8 

38.6 

38.1 

76.7 

Table  4 
EFFECT  OF  BASIS  ADJUSTMENT  CHANGE  FOR  DEPRECIATION 

(billions  of  nominal  dollars,  millions  of  jobs) 

Calendar       Change  in       Change  in       Change  in 
Year  GDP  Jobs  Capital 


1992 

13.0 

0.024 

129.5 

1993 

67.9 

0.137 

662.6 

1994 

152.6 

0.357 

1,449.6 

1995 

242.6 

0.635 

2,247.9 

1996 

327.9 

0.931 

2,963.8 

1997 

405.4 

1.199 

3,583.0 

1998 

466.6 

1.409 

4,031.8 

1999 

523.8 

1.558 

4,446.4 

2000 

578.5 

1.668 

4,835.9 

Fiscal  Associates,  Inc.  August  24,  1992 
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Table  5 
EFFECT  OF  BASIS  ADJUSTMENT  CHANGE  FOR  DEPRECIATION 

(percentage  deviation  from  OMB  baseline) 


Percent 

Percent 

Percent 

Change  in 

Calendar 

Change  in 

Change  in 

Change  in 

Growth 

Year 

GDP 

Jobs 

Capital 

Rate 

1992 

0.25% 

0.02% 

0.66% 

0.12% 

1993 

1.21% 

0.13% 

3.19% 

0.40% 

1994 

2.53% 

0.32% 

6.63% 

0.63% 

1995 

3.75% 

0.57% 

9.77% 

0.74% 

1996 

4.75% 

0.82% 

12.25% 

0.78% 

1997 

5.50% 

1.04% 

14.07% 

0.77% 

1998 

5.93% 

1.20% 

15.04% 

0.72% 

1999 

6.24% 

1.31% 

15.74% 

0.67% 

2000 

6.45% 

1.39% 

16.25% 

0.63% 

Table  6 
EFFECT  OF  BASIS  ADJUSTMENT  CHANGE  FOR  DEPRECIATION 

(billions  of  nominal  dollars) 


Static 

Federal 

Dynamic 

State  & 

Federal 

Change 

Federal 

Local 

Net  to 

Calendar 

Revenue 

Due  to 

Revenue 

Revenue 

All 

Year 

Change 

Growth 

Change 

Change 

Governments 

1992 

-0.9 

3.4 

2.4 

2.0 

4.5 

1993 

-3.9 

14.9 

11.0 

9.5 

20.4 

1994 

-7.4 

27.6 

20.1 

18.8 

39.0 

1995 

-11.5 

42.0 

30.4 

29.1 

59.6 

1996 

-16.3 

56.0 

39.8 

39.1 

78.8 

1997 

-21.8 

68.9 

47.2 

48.1 

95.3 

1998 

-28.1 

79.8 

51.7 

55.5 

107.2 

1999 

-35.4 

89.5 

54.1 

62.2 

116.3 

2000 

-43.8 

98.9 

55.1 

68.6 

123.7 

Fiscal  Associates,  Inc. 


August  24,  1992 
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Table  7 
COMBINED  EFFECT  OF  CAPITAL  GAINS  AND  DEPRECIATION 

(billions  of  nominal  dollars,  millions  of  jobs) 


Calendar 

Change  in 

Change  in 

Change  in 

Year 

GDP 

Jobs 

Capital 

1992 

23.4 

0.044 

234.4 

1993 

99.8 

0.159 

993.4 

1994 

213.7 

0.474 

2,054.9 

1995 

332.9 

0.861 

3,119.2 

1996 

447.2 

1.267 

4,091.3 

1997 

549.2 

1.631 

4,912.5 

1998 

633.0 

1.919 

5,539.2 

1999 

712.2 

2.125 

6,127.0 

2000 

788.0 

2.275 

6,681.5 

Table  8 
COMBINED  EFFECT  OF  CAPITAL  GAINS  AND  DEPRECIATION 

(percentage  deviation  from  OMB  baseline) 


Percent 

Percent 

Percent 

Change  in 

Calendar 

Change  in 

Change  in 

Change  in 

Growth 

Year 

GDP 

Jobs 

Capital 

Rate 

1992 

0.45% 

0.04% 

1.19% 

0.22% 

1993 

1.77% 

0.15% 

4.78% 

0.59% 

1994 

3.54% 

0.43% 

9.40% 

0.87% 

1995 

5.15% 

0.77% 

13.56% 

1.01% 

1996 

6.48% 

1.11% 

16.91% 

1.05% 

1997 

7.45% 

1.41% 

19.29% 

1.03% 

1998 

8.05% 

1.64% 

20.66% 

0.97% 

1999 

8.48% 

1.79% 

21.69% 

0.91% 

2000 

8.79% 

1.89% 

22.45% 

0.85% 

Fiscal  Associates,  Inc. 


August  24,  1992 
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Table  9 
COMBINED  EFFECT  OF  CAPITAL  GAINS  AND  DEPRECIATION 

(billions  of  nominal  dollars) 


Static 

Federal 

Dynamic 

State  & 

Federal 

Change 

Federal 

Local 

Net  to 

Calendar 

Revenue 

Due  to 

Revenue 

Revenue 

All 

Year 

Change 

Growth 

Change 

Change 

Governments 

1992 

5.4 

6.5 

11.9 

3.8 

15.7 

1993 

5.0 

21.9 

26.9 

13.9 

40.9 

1994 

-2.7 

38.5 

35.8 

26.4 

62.2 

1995 

-8.9 

54.3 

45.4 

38.7 

84.1 

1996 

-16.3 

72.8 

56.5 

51.8 

108.3 

1997 

-24.6 

89.4 

64.8 

63.6 

128.4 

1998 

-34.1 

103.6 

69.5 

73.4 

143.0 

1999 

-44.7 

116.3 

71.6 

82.4 

154.1 

2000 

-56.8 

128.5 

71.6 

91.0 

162.7 

Notes  for  Tables  1  through  9 

The  baseline  is  the  assumed  OMB  July  1992  mid-year  review  forecast. 

Employment  and  capital  stock  estimates  are  cumulative. 

All  dollar  figures  are  in  nominal  dollars. 

Simulations  assume  that  the  Fed  maintains  inflation  at  the  mid-year  review  levels. 


Fiscal  Associates,  Inc. 


August  24,  1992 
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More  than  half  of  eligible  workers  of  all  incomes 
participate  in  a  401  (k)  plan,  about  twice  the  participa- 
tion rate  for  IRAs.  Even  in  plans  without  employer 
matching,  the  participation  rate  is  significantly  higher 
than  in  IRAs.  This  may  suggest  that  payroll  deduc- 
tions and  encouragement  from  employers  have  an 
important  effect  on  individual  decisions  about  saving. 

Poterba,  Venti,  and  Wise  calculate  that,  among  in- 
dividuals with  401  (k)s,  the  average  balance  in  1987 
was  $9862.  At  incomes  below  $10,000,  the  average 
balance  among  participants  was  $1628;  at  incomes 
above  $75,000,  the  average  was  $20,350.  Not  sur- 
pnsingly.  employees  were  even  more  likely  to  partici- 
pate in  a  401  (k)  plan  it  their  employer  matched  part  or 
all  of  their  contnbutions.  In  1986,  over  75  percent  par- 
ticipated when  there  was  employer  matching,  versus 
less  than  50  percent  with  no  matching.  Contnbutions 
ranged  from  3  5  percent  of  salary  with  no  matching  to 
7  percent  with  1 00  percent  matching. 


Infra^tructairc  Investment 
Doc»  X«»t  RaiAtC 
Product  U'ity 

Increasing  government  investment  in  infrastruc- 
ture— such  as  roads,  sewer  systems,  and  airports — re- 
cently has  been  proposed  as  a  way  to  raise  produc- 
tivity in  the  private  sector.  However,  a  new  NBER 
study  by  Douglas  Holtz-Eakin  finds  that  such  invest- 
ments have  little  effect  on  either  output  or  productivity. 

In  Public-Sector  Capital  and  the  Productivity 
Puzzle  (NBER  Working  Paper  No  4122),  Holtz-Eakin 
analyzes  how  vanous  factors  contnbuted  to  growth  in 
private  sector  output  in  the  48  contiguous  states  dur- 
ing 1969-86.  He  finds  that  a  10  percent  increase  in  a 
state's  work  force  increased  private  sector  output  by 
7  percent.  A  10  percent  increase  in  pnvate  capital  in- 
creased output  by  3  percent.  But  a  10  percent  in- 
crease in  public  capital  had  essentially  no  effect  on  a 
state's  output  dunng  this  penod. 


■■|iuiv;iN«.'<l  iiiM-^liiK'iilN  ill  iiilnLslniiliirc  iuv  iiol 
likcl\  li>  iiiciva>4.-  |)i-i\ali.-  sector  |)r<><lni-li\il\." 

Holtz-Eakin  cautions  that  investments  in  public 
capital  may  provide  direct  benefits  to  consumers, 
such  as  fewer  traffic  jams,  shorter  delays  at  airports, 
and  cleaner  rivers.  However,  he  concludes  that  in- 
creased investments  in  infrastructure  are  not  likely  to 
increase  private  sector  productivity,  as  some  ob- 
servers anticipate. 


i:i<lcHy\  lii^li  llcaltli 
C\>st%  l^t«»t  Several  Vear«» 


Long-term  catastrophic  illness  threatens  both  the 
financial  and  the  physical  health  of  elderly  families. 
Despite  existing  coverage  provided  by  tvledicare, 
tvledicaid,  and  pnvate  health  insurance,  the  nsk  of  a 
catastrophic  medical  expense  is  large.  Congressional 
estimates  of  out-of-pocket  medical  expenses  for  the 
elderly  in  1988  were  $2394  per  person,  or  roughly  18 
percent  of  average  per  capita  income.  In  a  recent 
study  for  the  NBER,  Daniel  Feenberg  and  Jonathan 
Skinner  report  that  these  expenses  are  not  only  sub- 
stantial but  also  persist  for  many  years. 

"All  elderly  rainily  l'acc<l  with  an  nncxpci-teil 
iiKTcasc  ol'SlOOO  ill  .)iil-..(-|><.cl<>.l  iiie<lical 
spciidiii!*  today  will  cxpcriciKi.'  iiicrea-^cd 
medical  speiidiiii*  ol' iui  adililioiiaJ  S:i,SO()  in 
III! lire  years." 

In  The  Risk  and  Duration  of  Catastrophic  Health 
Care  Expenditures  [NBER  Working  Paper  No  4147) . 
Feenberg  and  Skinner  analyze  IRS  data  on  thou- 
sands of  households  that  itemized  deductions  and 
had  medical  expenses  above  3  percent  of  their  ad- 
justed gross  incomes  in  1968-73.  They  estimate  that 
an  elderly  family  faced  with  an  unexpected  increase 
of  $1000  in  out-of-pocket  medical  spending  today  will 
experience  increased  medical  spending  of  an  addi- 
tional $2800  in  future  years.  Thus,  for  many  elderly 
families,  the  risk  of  spending  their  life  savings  quickly 
IS  great. 

Feenberg  and  Skinner  also  find  that  the  burden  of 
out-of-pocket  medical  expenses  is  substantially  high- 
er for  lower-  to  middle-income  elderly  families  than  tor 
higher-income  families.  For  example,  they  estimate 
that  10  percent  of  elderly  families  with  annual  in- 
comes of  $15,000  spend  on  average  more  than  20 
percent  of  their  income  on  out-of-pocket  medical  ex- 
penses over  a  five-year  period.  In  contrast,  only  2 
percent  of  elderly  families  with  incomes  of  $30,000 
spend  such  a  high  percentage  on  medical  care. 


I>eeliiiim>'  l^iii4Miix«iti4»ii  Hits 
liicrease<l  \TiU>e  lne<|iiality 


Between  1973  and  1987.  wage  inequality  among 
American  men  increased  by  25  percent  according  to 
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AN  ECONOMIC  RECOVERY  PLAN 
OFFERED  BY  THE  NATIONAL  LEAGUE  OF  CITIES 

Good  morning,  Mr.  Chairman  and  members  of  the  Subcommittee  on  Economic 
Development.   My  name  is  Cathy  Reynolds.   I  am  a  member  of  the  City 
Council  in  Denver,  Colorado.  I  appear  before  your  subcommittee  in  my 
capacity  as  current  member  and  past  President  of  the  National  League 
of  Cities  (NLC)  and  a  current  member  of  the  NLC  Board  of  Directors. 

Mr.  Chairman,  on  behalf  the  16,000  cities  and  more  than  150,000 
municipal  elected  officials  represented  by  NLC,  I  want  to  thank  you 
for  the  opportunity  to  appear  before  the  Subcommittee  on  Economic 
Development  to  offer  NLC's  perspective  on  an  economic  stimulus  package 
to  jump  start  our  nation's  economy. 

Summary 

We  believe  there  must  be  a  major  refocus  of  national  priorities  to 
begin  rebuilding  America.   Those  steps  must  involve  every  community 
and  every  business  in  strategic  investment  in  our  country's 
competitive  future.   To  succeed,  it  will  be  essential  for  us  to  work 
together  at  every  level  of  government  to  implement  an  economic 
recovery  plan  that  will  stimulate  local  economics  and  the  national 
economy  in  the  short  run  and  produce  an  environment  for  investment  in 
our  communities  and  in  our  people  over  the  long  run. 

The  proposal  unanimously  adopted  by  our  Congress  of  Cities  — 
Democrats,  Republicans,  and  Independents  —  last  month  in  New  Orleans 
is  divided  into  three  parts: 

•  restarting  our  economies  through  an  economic  stimulus 
strategy; 

•  reforming  federal  budget  priorities  for  investment  and 
deficit  reduction;  and 

•  investing  in  communities  and  people. 

In  our  view,  restarting  our  economics  and  reforming  our  budget 
priorities  must  occur  simultaneously.   Fundamental  changes  are 
critical  to  move  away  from  consumption  and  towards  strategic 
investment.   Our  new  leader's  motto  was  "The  Economy,  Stupid"  Focus  on 
the  Economy,  is  the  key  today. 

I  know  from  our  efforts  to  work  with  you,  Mr.  Chairman,  in  both  your 
leadership  on  the  Speaker's  Task  Force  on  Infrastructure  and  on  your 
capital  budgeting  legislation  of  your  expertise  and  commitment.   We 
know  that  the  most  critical  factors  in  the  significantly  higher 
deficit  projections  come  from  two  areas:   reduced  revenue  projections 
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deficit  projections  come  from  two  areas:   reduced  revenue  projections 
and  accelerating  health  care  costs. 

Increasing  productivity  and  growth  are  the  only  means  to  restore 
revenue  resources  to  the  federal  budget.   Adopting  strategic 
comprehensive  health  care  legislation  is  critical  to  reducing  one  of 
the  fastest  rising  costs-not  just  to  the  federal  government,  but  to 
states,  counties,  cities,  and  the  private  sector. 

Productivity,  as  you  know  for  better  than  we,  depends  upon  building  a 
public  and  human  infrastructure.   It  means  changing  the  way  we  do 
business  in  the  county.   It  may  change  our  focus  from  consumption  to 
investment.   It  means  beginning  today  to  put  in  place  our  strategy, 
for  the  next  century  to  insure  our  economy  is  stronger  than  that  of 
Japan  and  a  United  Europe. 

First,  NLC  supports  a  short  term  economic  stimulus  package  that 
provides: 

•  A  1993  supplemental  appropriation  of  $2.5  billion  to  ensure 
full  funding  of  the  nation's  new  highway  and  public 
transportation  laws. 

•  A  streamlined  version  of  the  urban  aid  tax  bill  that  will 
provide  immediate  assistance  to  the  nation's  cities  and 
towns. 

•  Three  billion  in  one-tine  supplemental  funding  for  the 
Community  Development  Block  Grant  (CDBG)  program  to  be 
obligated  by  September  30,  1993,  with  $1  billion  targeted  to 
children  under  the  age  of  six. 

•  One  billion  in  supplemental  funding  for  the  1993  summer 
youth  employment  program. 

•  We  support  $500  million  in  supplemental  funding  to  provide 
incentives  for  community  development  banks  and  bank-run 
community  development  corporations. 

•  NLC  supports  the  immediate  enactment  of  the  Local 
Partnership  Act. 

Background 

Mr.  Chairman,  in  November,  the  American  people  sent  to  Washington  a 
sweeping  message  of  change.   The  nation's  municipal  leaders  are  ready 
and  willing  to  work  with  the  new  administration  and  Congress  to 
implement  changes  demanded  by  citizens  to  meet  their  needs  and  those 
of  the  communities  they  reside  in.   We  must  begin  now  —  at  every 
level  of  government,  in  every  community,  in  both  the  public  and 
private  sectors  —  to  focus  on  our  domestic  priorities  and  begin 
rebuilding  America. 
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In  that  regard,  steps  must  immediately  be  taken  to  involve  every 
community  in  forging  a  future  where  we  can  achieve  lasting,  long  term 
results  rather  than  temporary  quick  fixes.   It  is  essential  that  we 
work  together  to  develop  and  implement  an  economic  recovery  plan  that 
is  capable  of  immediately  stimulating  our  economy  while  providing  an 
environment  for  investment  in  our  communities  and  in  our  people  over 
the  long  run. 

The  National  League  of  Cities  has  developed  an  action  plan  to 
invigorate  the  national  and  local  economies  -  get  them  growing  again 
through  an  economic  stimulus  strategy  and  reformulation  of  federal 
budget  priorities  for  the  purpose  of  increasing  investment  and 
reducing  the  deficit.   Cities  and  towns  will  play  a  vital  role  in 
economic  recovery  since  most  of  our  nation's  economic  growth  is 
generated  in  these  communities  and  most  of  the  taxes  and  revenues  that 
finance  our  federal  government  come  from  local  communities. 

Cities  and  towns  already  have  the  leadership,  structure  and  locally- 
designed  projects  to  move  immediately  to  implement  a  program  to 
restart  the  nation's  economy.   Given  a  Denver  example,  these 
communities  also  have  the  people,  the  resources,  and  the  willingness 
to  make  contributions  to  ensure  a  partnership  for  long  term 
investment. 

NLC  supports  working  with  the  new  President  and  Congress  to  enact  a 
focused  economic  stimulus  package  in  the  first  100  days  of  the  new 
Administration  as  part  of  an  overall  plan  to  reorder  budget 
priorities.   This  plan  should  rely  on  tried  and  tested  programs  and 
delivery  systems  at  the  local  level  that  have  proven  their  efficiency 
and  effectiveness.   They  should  include: 

Transportation 

We  support  a  supplemental  appropriation  of  $2.5  billion  to  ensure  full 
funding  of  the  nation's  new  highway  and  public  transportation  laws 
this  fiscal  year.   States  and  local  governments  have  already 
designated  the  most  critical  projects  and  with  advanced  commitment  to 
this  appropriation  increase,  those  projects  would  be  ready  for 
construction  immediately  upon  enactment.   Funds  not  obligated  within 
six  months  would  than  revert  back  to  the  Federal  Treasury. 

Urban  aid 

We  support  streamlined  version  of  the  urban  aid  tax  bill  that  will 
provide  immediate  assistance  to  the  nation's  cities  and  towns.   Key 
components  of  the  legislation  should  be  permanent  authorization  of 
expired  municipal  tax  provisions,  establishment  of  a  distressed  cities 
flexible  block  grant  and  national  public-private  block  grant  program; 
creation  of  urban  and  rural  enterprise  zones;  authorization  for  all 
distressed  communities  to  issue  municipal  economic  development  bonds; 
incentives  to  leverage  bank  investments  in  communities  and 
simplification  of  costly  restrictions  on  municipal  bond  authority. 
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In  1991,  Mr.  Chairman,  84  percent  of  new  public  infrastructure 
construction  was  financed  by  state  and  local  governments.   We  need 
your  help  to  remove  the  current  legal  barriers  in  the  federal  tax  code 
to  efficient  state  and  local  investment,  and  we  need  you  as  an  equal 
partner  in  the  future. 

Conmunity  Development  Block  Grant  (CDB6) 

We  support  a  three  billion,  one-time  supplemental  for  the  Community 
Development  Block  Grant  (CDBG)  program  to  be  obligated  by  September 
30,  1993,  with  $1  billion  targeted  to  children  under  the  age  of  six. 
This  family  intervention  block  grant  should  be  the  first  step  in  the 
creation  of  a  new  children's  human  investment  trust  which  could  be 
used  to  complement  a  fully-funded  Head  Start  program.   In  many,  many 
rural  cities  and  small  towns,  there  is  simply  no  space  for  Head  Start 
classes.   If  President  Clinton  is  going  to  fully  find  Head  Start,  we 
need  to  ensure  that  every  child  has  a  place  to  learn. 

The  CDBG  program  is  an  efficient,  cost  effective  and  scandal  free 
program  that  benefits  low  and  moderate  income  households.   The  CDBG 
program  has  been  instrumental  in  providing  cities  with  the  flexibility 
to  develop  labor  intensive  programs  that  meet  local  needs.   The 
program  has  helped  fund  more  water  lines  and  sidewalks  than  any  other 
federal  programs.   Providing  CDBG  with  an  additional  $3  billion  will 
provide  local  communities  with  funding  for  community  development  and 
infrastructure  projects  that  are  ready  to  implement. 

Summer  youth 

We  support  one  billion  in  supplemental  funding  for  the  1993  summer 
youth  employment  program  so  that  every  community  has  a  partnership 
program  with  local  businesses  in  place  well  before  the  school  year 
ends. 

Community  development  banks 

NLC  supports  $500  million  in  supplemental  funding  to  provide 
incentives  for  community  development  banks  and  bank-run  community 
development  corporations  to  make  community  reinvestment  loans  for  job 
creating  private  investment  in  distressed  communities.   Local 
governments  should  be  considered  full  partners  in  the  creation  of 
these  entities. 

Local  Partnership  Act 

NLC  strongly  encourages  immediate  enactment  of  the  Local  Partnership 
Act,  which  would  provide  $3  billion  in  emergency  funds  to  the  nation's 
cities  and  towns  to  initiate  ready-to-go  capital  projects,  especially 
for  unfunded  federal  mandates,  such  as  those  required  by  the  Clean 
Water  Act.   This  initiative  should  require  that  any  funds  not 
obligated  by  September  30,  1993  revert  to  a  federal  infrastructure 
revolving  loan  fund. 
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Longer  Term 

We  urge  the  President  and  Congressional  leaders  to  offer  a  realistic 
plan  to  reorder  federal  spending  priorities  and  begin  to  reduce  the 
deficit  with  clear  deadlines  for  action  and  clear  consequences  for 
failure  to  meet  these  deadlines.   Federal  unfunded  mandates  force  us 
to  sidetrack  investments  in  infrastructure  to  meet  non-local  ec9nomic 
priorities. 

CBO  projects  that  federal  spending  on  entitlements  and  interest  on  the 
national  debt  alone  will  equal  total  projected  federal  revenues  by  the 
year  2002.   That  would  mean  eliminating  all  defense  spending,  foreign 
aid,  and  domestic  investment  would  be  necessary  just  to  balance  the 
budget.   We  are  on  a  current  path  of  self-destruction. 

We  are  prepared  and  committed  to  make  very  hard  choices  necessary  to 
make  long  term  investments  in  our  future  if  we  are  to  have  a 
productive  economy. 

For  this  committee,  we  believe  that  will  involve: 

•  a  renewed  federal  commitment  to  promote,  encourage, 
participate  in  investment  in  public  capital  facilities; 

•  spending  federal  trust  funds  for  the  purposes  for  which  they 
were  accumulated  and  removing  them  from  Gramm-Rudman 
calculations;  and 

•  creating  a  public  endowment  with  dedicated  sources  of 
funding  for  capital  investment  in  the  future. 

All  of  us  must  join  together  in  reshaping  federal  spending  priorities 
to  ensure  economic  security  for  our  next  generation.   The  nation's 
cities  and  towns  recognize  that  any  credible  plan  to  balance  the 
budget  must  include:  reducing  defense  spending  by  3  0  percent  in  real 
dollars  to  a  level  no  greater  than  $200  billion  in  budget  authority 
and  outlays  in  1996  with  60  percent  of  those  savings  dedicated  to 
reducing  the  federal  debt  and  deficit  and  40  percent  to  shifting  funds 
to  invest  in  our  cities  and  towns,  acknowledging  that  many  communities 
will  be  adversely  affected  by  such  measures;  limitations  on  the  growth 
in  federal  entitlement  spending;  and  revenue  measures. 

NLC  stands  ready  to  join  a  national  effort  to  make  these  proposals  a 
reality,  and  supports  using  any  savings  to  reduce  the  national  debt 
and  reinvest  in  our  public  and  human  resources.   NLC  urges  strong  and 
swift  action  to  create  a  strong  economic  environment  in  which  we  can 
focus  on  long  term  investment  in  communities  and  in  people. 
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ATTACHMENT 


MUNiaPAL  TAX  PROGRAMS  AND  ECONOMIC  DEVELOPMENT  BONDS 

Dayton,  Ohio.  Exemptions  from  the  arbitrage  requirements  for  cities  that  issue  less 
than  $10  million  per  year  in  bonds  could  save  thousands  of  dollars  in  interest  expense 
if  banks  were  permitted  to  bid  on  bond  issues  from  cities  issuing  less  than  $20  million 
annually.  City  leaders  also  strongly  endorse  creation  of  federal  urban  and  rural 
enterprise  zones,  noting  that  since  1983  state  enterprise  zones  have  created  and 
retained  approximately  26,000  jobs  and  generated  more  than  $867  million  in  new 
investments.  "We  believe  this  would  be  one  of  the  best  new  tools  the  Clinton 
Administration  could  give  local  governments  to  help  them  help  fill  the  local  economic 
investment  gap,"  one  city  leader  wrote. 

Sibinr  City,  Iowa.  Sioux  City  would  use  federal  enterprise  zones  to  update  an  area 
that  served  as  the  center  for  the  large  regional  meat  packing  industry  from  the  1880's 
to  the  1950's.  It  is  currently  an  economic  liability  with  obsolete  infrastructure, 
deteriorating  buildings,  and  fragmented  ownership  in  a  135-acre  area.  City  officials 
would  take  advantage  of  federal  enterprise  zone  legislation  to  generate  appropriate 
reuse  of  this  industrial  river  valley. 


COMMUNITY  DEVELOPMENT  BLOCK  GRANT  PROGRAM  (CDBG)  AND  FAMILY 
INTERVENTION  BLOCK  GRANT 

Rochestar.  Minnesota.  Rochester  would  use  additional  CDBG  funds  for  family  service 
programs,  child  care  services  and  referral,  the  Rochester  Alliance  for  the  Mentally  III, 
and  the  Rochester  Housing  and  Redevelopment  Authority.  Past  activities  funded 
under  CDBG  include  construction  or  renovation  of  facilities  such  as  the  women's 
shelter,  Channel  One  Food  Bank,  single  family  home  rehabilitation  loans  and  grants  for 
low-moderate  income  homeowners,  a  housing  project  for  the  disabled,  and 
accessibility  improvements  to  public  buildings.  .Rochester's  CDBG  funding  for  1993 
is  $445,000. 

Columbia,  South  CaroMna.  Columbia  would  be  able  to  target  supplemental  CDBG  to 
expansion  of  neighborhood  housing  and  commercial  rehabilitation  programs.  For 
example,  rehabilitation  and  adaptive  reuse  of  the  Eau  Claire  Survey  building,  currently 
a  magnet  for  drug  and  crime  problems,  is  on  the  National  Register  of  Historic 
Preservation.  With  renovation,  reuse,  and  surrounding  infrastructure  improvements, 
the  city  could  anchor  redevelopment  efforts  in  thi$  low-income  commercial  area. 
Columbia  is  currently  using  CDBG  funds  for  inner  city  housing  rehabilitation  activities, 
including  multi-family  and  home  ownership  efforts  and  in  several  neighborhood 
commercial  areas.   These  programs  could  be  expanded  with  additional  funds. 

Sunnyvala,  CaSfomla.  Sunnyvale  has  provided  a  wide  range  of  services  to  its  citizens 
with  CDBG  funds  in  the  past.   Examples  of  future  projects  with  supplemental  CDBG 
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funds  include:  housing  for  very  low  income  single  parent  families;  land  banking  for 
private/nonprofit  joint  venture  housing;  funding  for  electrical  upgrades  to  lower  initial 
costs  to  new  businesses  in  redevelopment  area;  economic  development  loans  to  small 
businesses  in  an  area  targeted  for  redevelopment;  expanded  funding  to  outside 
groups;  additional  support  services  to  local  shelters  including  provision  of  teacher 
there;  capital  for  purchase  and  rehabilitation  of  houses  for  innovative  housing  such  as 
shared  housing  for  single  parent  families;  increased  subsidized  day  care  spaces 
through  vendor  vouchers  or  at  subsidized  centers;  purchase  of  modular  units  for  a 
permanent  subsidized  day  care  center  to  replace  day  care  at  reopening  schools;  and 
increase  subsidized  loans  in  mobile  home  parks  with  possible  assistance  to  purchase 
of  park  by  tenants. 

West  HotywotHi,  CaSfomia.  West  Hollywood  believes  that  programs  utilizing 
additional  CDBG  funds  could  be  implemented  within  30  -60  days  with  no  additional 
regulatory  or  legal  issues  beyond  the  normal  contracting  process.  Potential  projects 
include:  a  voucher  program  for  low-income  families  to  provide  access  to  child  care  for 
children  under  six;  a  recruitment  and  training  program  to  license  more  family  child  care 
providers  to  offer  quality  child  care  for  children  under  six;  educational  materials  in 
English,  Russian,  and  Spanish  and  offer  parenting  classes;  and,  in  conjunction  with 
the  Los  Angeles  Free  Clinic,  infant  and  toddler  check-ups  and  immunization  programs. 


SUMMER  YOUTH  EMPLOYMENT  PROGRAM 

Dayton,  Ohio.  Supplemental  youth  unemployment  funds  in  1993  at  1992  levels 
would  fund  758  additional  jobs  for  a  total  of  2,077  in  the  Dayton/Montgomery  County 
JTPA  Service  Area.  According  to  city  officials,  72  percent  of  the  youth  served  are 
from  the  City  of  Dayton.  Jobs  would  provide  training  and  fill  needs  within  the 
community  with  long-term  benefits  of  valuable  work  experience,  increased 
employability  and  mentoring  received  by  young  people.  Past  local  youth  programs 
include  Summer  Employment  Encourages  Kids  (SEEK)  and  Jobs  for  Dayton  Graduates 
(JDG),  and  employment  of  youth  in  part-  and  full-time  employment  by  businesses. 
The  city  projects  that  51  percent  of  eligible  youth  could  be  served  at  an  increased 
level  and  only  35  per  cent  would  be  served  without  supplemental  funding. 

Seattle,  Washington.  Supplemental  summer  jobs  funding  would  allow  the  city  to 
employ  an  additional  1,800  youth  with  most  receiving  summer  remedial  education. 
Areas  in  which  jobs  might  be  developed  by  the  school  district  include  science,  day 
care,  recreation,  library  and  clerical  services,  mechanical,  gardening  using  the 
University  of  Washington,  and  local  hospitals,  as  well  as  state  agencies  and  school 
bases  sites. 

Sunnyvale,  CaSfomia.  1992  funds  enabled  the  local  Private  Industry  Council  to 
increase  enrollments  and  develop  the  work  site.    Earlier  notification  of  supplement 
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funds  would  greatly  enhance  the  program's  efficiency,  according  to  the  city  officials. 
Last  year's  funds  doubled  planned  enrollments,  and  youth  received  vocational  and 
classroom  training  and  worked  on  such  diverse  projects  as  senior  home  improvement, 
senior  nutritional  programs,  a  food  production  garden  for  a  community  kitchen, 
projects  serving  individuals  with  disabilities,  anti-gang  projects,  migrant  education 
programs,  and  targeted  programs  for  at-risk  youth. 


COMMUNITY  DEVELOPMENT  BANKS  AND  BANK-RUN  COMMUNITY  DEVELOPMENT 
CORPORATIONS 

Dayton.  Ohio.  While  Dayton  could  take  advantage  of  $500  million  in  community 
development  bank  funding  that  would  provide  incentives  for  private  lenders  to  make 
community  reinvestment  loans,  the  city  has  not  experienced  the  problems  in  this  areas 
that  other  regions  have.  There  has  been  exceptional  local  bank  compliance  with 
Community  Reinvestment  Act  (CRA)  objectives.  Community  development  bank 
incentives  could  be  most  effectively  used  to  establish  small  businesses  in 
economically-distressed  areas  of  Dayton  and  create  jobs  where  they  are  needed  the 
most. 

West  HoMywood.  CaBfomia.  Enactment  of  a  "greenlining"  provision  would  result  in 
loans  in  areas  where  banks  do  not  currently  lend.  This  is  especially  true  in  West 
Hollywood  where  city  officials  have  been  working  with  a  task  force  of  bankers  for 
several  years  and  would  be  able  to  work  with  them  to  make  such  loans.  Housing 
construction  loans  for  low-income  housing,  small  business  loans,  and  non-traditional 
lending  for  projects  such  as  business  incubators  would  all  have  positive  impact  on  the 
community. 

MbmoapoBs.  M/Bnnesota.  Community  development  banks  would  assist  emerging  and 
expanding  small  businesses.  The  lack  of  sufficient  capital  for  start-ups  and 
expansions  has  placed  a  particular  hardship  on  inner  city  businesses,  where  additional 
jobs  are  desperately  needed.  Minneapolis  neighborhood  nonprofit  corporations  formed 
the  Community-Based  Business  Development  Project  which  gives  inner-city  businesses 
in  targeted  neighborhoods  access  to  capital  along  with  technical  assistance  and 
management  training.  The  project  is  a  public-private  partnership  administered  by  a 
local  consortium  of  nonprofit  corporation  with  city  CDBG  funds  and  provides  micro- 
loans  (up  to  $10,000)  to  finance  general  business  operations,  equipment,  inventory, 
and  minor  remodeling  and  guarantees  the  bank  loan  or  funds  the  !oan  equally  with  the 
participating  lender.  The  goal  is  to  promote  new  banking  practices  that  will  give  small 
businesses  a  credit  history  and  ultimately  enable  them  to  meet  their  capital  needs  in 
the  private  market.  Minneapolis  is  fortunate  to  have  a  network  of  nonprofit 
corporations  to  coordinate  both  housing  and  small  business  loans.  Many  other  cities 
also  have  an  existing  network  of  nonprofits  which  could  be  enlisted  to  serve  as 
community  development  banks.    In  areas  without  a  network  of  nonprofits,  a  new 
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national  program  can  help  form  local  development  banks  or  coordinate  with  local  or 
certified  development  agencies.  The  key  to  this  initiative's  success  will  be  ensuring 
that  each  center  has  the  capability  to  provide  technical  assistance  to  those  businesses 
with  the  need. 


LOCAL  PARTNERSHIP  ACT 

Dayton,  Ohio.  City  leaders  would  prefer  that  enactment  of  the  Local  Partnership  Act 
not  result  in  categorical  funding  schemes.  The  real  benefit  of  such  legislation  is  the 
flexibility  that  it  could  provide  to  local  governments.  Millions  of  dollars  of  projects 
have  been  necessitated  by  unfunded  federal  mandates.  Dayton  would  not  use  any 
funds  in  this  area  for  Clean  Water  Act  compliance.  Instead,  if  limited  to  ready-to-go 
capital  projects,  city  officials  would  use  the  funds  to  implement  many  of  the  more 
costly  provisions  of  the  Americans  with  Disabilities  Act  of  1991  (ADA). 

Rochester,  Minnesota.  Rochester  would  use  local  partnership  funds  to  comply  with 
ADA  requirements  over  next  several  years.  The  City  will  have  to  spend  $487,000  on 
sidewalk  accessibility  improvements.  These  funds  would  be  combined  with  other 
funding  sources,  such  as  CDBG,  and  allow  for  improvements  to  be  completed  in  one 
year  rather  than  being  phased  over  two  to  four  years. 

University  City,  MHissouri.  University  City  is  currently  conducting  an  inventory  of  city 
facilities,  programs,  and  employment  practices  to  comply  with  ADA.  The  preliminary 
inventory  includes  immediate  costs  of  $274,444  for  renovating  City  Hall.  Other  items 
include  renovation  of  ramped  sidewalks  at  $20,000  per  year  and  marking  of  disabled 
parking  slips  at  a  projected  cost  of  $6,144. 
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GOOD  MORNING  MR.  CHAIRMAN  AMD  MEMBERS  OF  THE  ECONOMIC 
DEVELOPMENT  SUBCOMMITTEE.   I  AM  KENNETH  STONER,  A  COUNTY  JUDGE 
FOR  PHILLIPS  COUNTY,  ARKANSAS.   I  CHAIR  THE  NATIONAL  ASSOCIATION 
OF  COUNTIES'  RURAL  DEVELOPMENT  SUBCOMMITTEE.   I  AM  TESTIFYING  ON 
BEHALF  OF  THE  NATIONAL  ASSOCIATION  OF  COUNTIES  (NACO)*,  THE 
NATIONAL  ASSOCIATION  OF  DEVELOPMENT  ORGANIZATIONS  (NADO)**  AND 
THE  NATIONAL  ASSOCIATION  OF  TOWNS  AND  TOWNSHIPS  (NATAT).*** 
LOCAL  GOVERNMENT  OFFICIALS  JOIN  MAKE  IN  THANKING  YOU  FOR 
CONVENING  THIS  HEARING  TO  ADDRESS  AMERICA'S  URGENT  NEED  FOR 
INFRASTRUCTURE  IMPROVEMENTS  AND  ECONOMIC  STIMULUS  IN  RURAL  AS 
WELL  AS  URBAN  AREAS. 

THE  COMMON  PERCEPTION  OF  RURAL  AMERICA  AS  COMPRISED  OP 
FARMLAND  AND  ROLLING  WAVES  OF  GRAIN  MASKS  THE  ECONOMIC  MISERY 
THAT  PLAGUES  MUCH  OF  RURAL  AMERICA  WHERE  POVERTY  AND  UNEMPLOYMENT 
ARE  HIGH  AND  OPPORTUNITIES  FOR  JOB  SKILLS  TRAINING  ARE 


*  The  National  Association  of  Counltss  Is  Ithe  only  national 
organization  that  raprsssnts  county  govemnant  in  tha  Unitad 
stataa.   MACo's  goals  are  to  inprova  county  government,  act  as  a 
liaison  with  other  lavals  of  government,  serve  as  the  national 
spolcesman  for  oounties,  and  advance  public  understanding  of  the 
role  of  counties. 

**  The  Nantlonal  Association  of  Development  Organizations 
promotes  economic  development  in  America's  small  cities  and  rural 
areas.   Since  its  founding  in  1967,  NADO  has  been  the  nation's 
leading  advocate  for  a  regional  approach  to  economic  development. 

***  The  National  ABBociation  of  Towns  and  Townships  is  a  non- 
profit member  organization  offering  technical  assistance, 
educational  services  and  pviblic  policy  support  to  local 
government  officials  from  more  than  13,000  small  communities 
across  the  country,   it  works  to  assist  federal  policy  makers  In 
understanding  the  unique  naads  of  small  local  governments  and  how 
to  structure  federal  initiatives  so  they  are  workable  at  the 
local  level. 
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RESTRICTED,  PARTICULARLY  FOR  TrlS  LESS  IX'CATED  WHO  KEZD  TRAINING 
THE  MOST.   SIKCE  19  67  WEEN  THE  U.S  CENSUS  BUREAU  BEGAN  COLLECTING 
COKPARATIVE  DATA,  RURAL  AREAS  CONSISTENTLY  HAVE  HAD  HIGHER 
POVERTY  RATES  THAN  UR3A.V  AREAS.   CHILDREN  AKD  THE  ELDERLY  IN 
KOMKErRO  AREAS  ARE  MORE  LIXELY  TO  BE  ROOR  THAN  THEIR  COUNTERPARTS 
IN  METROPOLITAN  AREAS. 

UKEKPLOYKENT  CONTINUES  TO  BE  A  PROBLEM  IN  RURAL  AREAS 
BECAUSE  07  LIMITED  T^PUDYyiSSZ   OPPORTUNITIES.   THE  UNEKPLOYKEKT 
RATE  FOR  ALL  PERSONS  IK  THE  CENTRAL  CITY  IS  ONLY  SLIGHTLY  HIGHER 
THAN  THE  UNEMPLOYMENT  RATE  FOR  HONKETROPOLITAN  NONFARK  WORKERS. 

I  HAVE  FIRSTHAND  EXPERIENCE  WITH  RURAL  POVERTY.   PHILLIPS 
COUNTY  IS  LOCATED  NEXT  TO  THE  MISSISSIPPI  RIVER  IN  EASTERN 
ARKANSAS.   OUT  OF  A  POPULATION  OF  28,883,  11,000  ARE  DEPENDENT  ON 
FOOD  STAMPS. 

MR.  CHAIRKAN,  LET  KE  EMPHASIZE,  AS  WE  PRESENT  THESE 
COMPARISONS,  THAT  OUR   MESSAGE  IS  NOT  ANTI-URBAN,  BUT  E^O- 
DOMESTIC.   AS  THE  CONGRESS  AND  NEW  ADMINISTRATION  BEGIN  WORKING 
TO  SOLVE  OUR  NATION'S  ECONOMIC  PR03LZKS ,   WE  DO  NOT  WANT  YOC  TO 
FORGET  THE  62  MILLION  AMERICAS  WHO  LIVE  IN  RURAL  AMERICA. 

FEDERAL  RESOURCES  TO  ADDRESS  DIRE  NEEDS  HAVE  DWINDLED  OVER 

THE  LAST  DECADE  WHILE  THE  DEMAND  FOR  SER'/ICES  AKD  RISING  COSTS  TO 
PROVIDE  THOSE  SERVICES  KAX^  INCREASED.   SMALLER  LOCAL  SO\'SRNMENTS 
HAVE  FEWER  RESOURCES  AT  THEIR  DISPOSAL  THAN  MAJOR  URBAN  AREAS, 
YET  STILL  MOST  DELIVER  MANY,  IF  NOT  ALL,  OF  THE  SAME  SERVICES  TO 
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THEIR  RESIDENTS.   UNFUNDED  FEDERAL  AND  STATE  MANDATES  FURTHER 
STRAIN  LOCAL  RESOURCES. 

IN  AN  EFFORT  TO  COPE  IN  THIS  CHANGING  ENVIRONMENT,  COUNTIES 
AND  OTHER  LOCAL  GOVERNMENTS  HAVE  ASSUMED  THE  PRIMARY 
RESPONSIBILITY  FOR  OFFSETTING  THESE  TRENDS.   FOR  EXAMPLE, 
COUNTIES'  MAJOR  SOURCE  OF  NEW  REVENUES  HAS  COME  FROM  THEIR  OWN 
FINANCING  METHODS  WHICH  INCREASED  BY  49.2  PERCENT  BETWEEN  1979 
AND  1989.   IN  CONTRAST,  REVENUE  THAT  COUNTIES  RECEIVED  FROM  OTHER 
GOVERNMENTS  INCREASED  BY  ONLY  1.7  PERCENT  DURING  THAT  TEN  YEAR 
PERIOD. 

HOWEVER,  COUNTY  AND  OTHER  LOCAL  REVENUES  ARE  NOT 
INEXHAUSTIBLE.   MOST  COUNTIES  FACE  LEGAL  LIMITATIONS  ON  THEIR 
ABILITY  TO  RAISE  THE  REAL  PROPERTY  TAX,  THE  MAJOR  SOURCE  OF 
COUNTY  OWN-SOURCE  REVENUE.   IN  ADDITION,  LOCAL  OFFICIALS  HAVE  TO 
CONTEND  WITH  ORGANIZED  RESISTANCE  TO  PROPERTY  TAX  INCREASES. 

THE  ECONOMIC  RECESSION  AGGRAVATED  THE  IMBALANCE  BETWEEN 
REVENUES  AND  EXPENDITURES.   LAST  YEAR  NACb  FOUND  THAT  ONE  OUT  OF 
EVERY  THREE  COUNTIES  IN  ITS  SURVEY  OF  COUNTIES  WITH  POPULATIONS 
UNDER  100,000  FACED  A  BUDGET  SHORTFALL  IN  FISCAL  1990-91.   IN 
MORE  THAN  25  PERCENT  OF  THE  AFFECTED  COUNTIES,  THE  SHORTFALLS 
WERE  EQUIVALENT  TO  AT  LEAST  FIVE  PERCENT  OF  THEIR  TOTAL  BUDGETS. 

THE  FISCAL  PLIGHT  OF  RURAL  AREAS  HAS  NOT  IMPROVED  OVER  THE 
LAST  YEAR.   THIS  WEEK  NACo,  NATaT  and  NADO  RELEASED  A  SURVEY  THAT 
WAS  SENT  TO  1,050  RURAL  LOCAL  GOVERNMENT  OFFICIALS  AND 
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DEVELOPMENT  ORGANIZATIONS,  WITH  330  RESPONDING.   I  REQUEST  THAT  A 
COPY   OF   THIS    SURVEY   BE   ENTERED   INTO   THE  RECORD. 

IN  THIS    SURVEY   OVER  HALF    (53    PERCENT)    SAID  THEIR 
GOVERNMENTS  HAD  BEEN  FORCED  TO  REDUCE  FUNDING  FOR  INFRASTRUCTURE 
PROJECTS.       OF   THESE,    40    PERCENT   POSTPONED  ROAD  AND  OTHER 
TRANSPORTATION   IMPROVEMENTS.       41   PERCENT   INDICATED  THEIR 
GOVERNMENTS   RAISED  TAXES   OR   FEES. 

TO  ADDRESS  THE  ECONOMIC  SLUMP  IN  RURAL  AMERICA,  70  PERCENT 
OF  THE   RESPONDENTS    SAID   THAT   INFRASTRUCTURE   SHOULD   BE   THE   NUMBER 
ONE   PRIORITY.    THE   SECOND   PRIORITY  WAS   ECONOMIC   DEVELOPMENT, 
IDENTIFIED  BY  47  PERCENT.   THE  THIRD  MOST  FREQUENTLY  IDENTIFIED 
ISSUE,  WITH  18  PERCENT,  WAS  SOLID  WASTE  MANAGEMENT. 

THE  REASON  FOR  THIS  RESPONSE  IS  OBVIOUS.   MORE  THAN  HALF  OF 
THE  NATION'S  3.1  MILLION  MILES  OF  RURAL  ROADS  ARE  UNPAVED  AND 
MUCH  OF  THE  PAVED  PORTIONS  ARE  IN  POOR  SHAPE.   IN  MY  COXWTY,  WE 
HAVE  800  MILES  OF  COUNTY  ROADS,  700  MILES  OF  WHICH  ARE  UNPAVED. 

THE  FEDERAL  HIGHWAY  ADMINISTRATION  ESTIMATES  THAT  THERE  ARE 
MORE  THAN    180,000    DEFICIENT   BRIDGES.      AND  THE   ENVIRONMENTAL 
PROTECTION  AGENCY   HAS   CALCULATED  THAT   75   PERCENT  OP  ALL 
WASTEWATER   FACILITY   NEEDS   ARE   IN   RURAL  COMMUNITIES   OF   FEWER  THAN 
10,000   PERSONS.       THESE   FACILITIES   WOULD   COME   WITH  AN  ESTIMATED 
$13   BILLION  PRICE  TAG. 

INFRASTRUCTURE    IMPROVEMENTS   ARE  NEEDED  TO   PROVIDE   BOTH  AN 
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IMMEDIATE  ECONOMIC  STIMULUS  AND  LONG-TERM  ECONOMIC  DEVELOPMENT  IN 
RURAL  AREAS.   ACCORDING  TO  THE  SURVEY,  THERE  ARE  2,882  PROJECTS 
IN  37  STATES,  TOTALLING  $2.8  BILLION,  THAT  ARE  READY  TO  PROCEED 
IN  90  DAYS.   THESE  PROJECTS,  ALONE,  WOULD  CREATE  59,068  JOBS.   I 
ASK  THAT  THIS  COMPILATION  OF  "OFF-THE  SHELF  PROJECTS •♦  THAT  ARE 
READY  TO  GO  IN  RURAL  AREAS  BE  ENTERED  INTO  THE  RECORD. 

INFRASTRUCTURE  REPRESENTS  A  SIGNIFICANT  LONG-TERM 
INVESTMENT  IN  AMERICA.   WITHOUT  THIS  ESSENTIAL  FOUNDATION,  RURAL 
ECONOMIC  DEVELOPMENT,  WILL  BE  HAMPERED,  IF  NOT  PRECUJDED.   SINCE 
THE  DEREGULATION  OF  MANY  TRANSPORTATION  MODES  -  AIRLINES,  BUSES 
AND  RAILROADS  -  RURAL  ROADS  AND  BRIDGES  ARE  OFTEN  THE  ONLY 
TRANSPORTATION  NETWORK  IN  RURAL  AREAS.   AS  A  RESULT,  THOSE  ROADS 
AMD  BRIDGES  ARE  BEING  CALLED  UPON  TO  HANDLE  GREATER  AMOUNTS  OF 
COMMERCIAL  TRAFFIC  THAN  THEY  WERE  DESIGNED  TO  HANDLE. 

ENVIRONMENTAL  INFRASTURCTURE  -  WATER,  WASTEWATER  AND  SOLID 
WASTE  -  ARE  ALSO  CRITICAL  FOR  RURAL  DEVELOPMENT.   MY  COUNTY  HAS 
SUBOrVISIOMS  THAT  WERE  BUILD  OVER  20  YEARS  AGO  WITH  SEPTIC 
SYSTEMS  THAT  ARE  NOW  FAILING.   THIS  IS  CAUSING  SEVERE  HEALTH  AS 
WELL  AS  ENVIRONMENTAL  PROBLEMS  THAT  OUR  COUNTY  SIMPLY  DOES  NOT 
HAVE  ADEQUATE  RESOURCES  TO  CORRECT. 

FEDERAL  FUNDS  TO  ADDRESS  THESE  AND  OTHER  INFRASTRUCTURE 
NEEDS  IN  RURAL  AMERICA  WILL  PROVIDE  A  FOUNDATIOK  FOR  RURAL 
COMMDNITIfiS  TO  DIVERSITY  THEIR  ECONOMIES  AND  ADDRESS  VITAL  NEEDS 
OF  OUR  CITIZENS. 
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MR.  CHAIRMAN,  THE  NATIONAL  ASSOCIATION  OF  COUNTIES,  THE 
NATIONAL  ASSOCIATION  OF  DEVELOPMENT  ORGANIZATIONS  AND  THE 
NATIONAL  ASSOCIATION  OF  TOWNS  AND  TOWNSHIPS  ARE  EAGER  TO  WORK 
WITH  YOU  AND  THIS  SUBCOMMITTEE  IN  DEVELOPING  LEGISLATION  WHICH 
WILL  STIMULATE  THE  ECONOMY  AND  POSTER  INVESTMENT  IN  THE  LONG-TERM 
ECONOMIC  GROWTH  OF  THE  NATION.   LOCAL  GOVERNMENTS  FEEL  THAT  THE 
LEGISLATION  YOU  DRAFT  SHOULD  INCLUDE  A  FORMULA  DISTRIBUTION, 
SIMILAR  TO  THE  NEW  THAT  WAS  IN  THE  LOCAL  PARTNERSHIP  ACT  LAST 
YEAR,  THAT  SPECIFIES  FUNDS  SMALLER  UNITS  OF  GOVERNMENTS  ARE  TO 
ACHIEVE. 

MR.  CHAIRMAN,  THIS  LEGISLATION  SHOULD,  AND  WE  ANTICIPATE 
WILL,  BE  A  CORNERSTONE  FOR  AN  EFFECTIVE  PARTNERSHIP  BETWEEN 
FEDERAL,  STATE  AND  LOCAL  GOVERNMENTS.   THAHK  YOU. 
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Executive  Summary 

Rural  America:  Worth  the  Investment 

Three  associations*  have  joined  together  to  highlight  the  needs  of  niral  citizens  and  urge  the  President 
and  Congress  to  "Invest  in  Rural  America"  as  pan  of  any  federal  initiadve  to  solve  the  nation's  eco- 
nomic problems.  Leaders  of  the  three  groups  said  their  message  was  "don't  forget  the  62  million  Ameri- 
cans who  live  in  non-metropolitan  (iiiral)  America  as  you  develop  a  new  domestic  policy  in  the  first  100 
days." 

In  response  to  a  survey  of  1050  rural  elected  officials  and  regional  development  organizations,  70 
percent  of  the  331  responding  said  that  infrastructure  is  their  number  one  concern;  47  percent  said 
economic  development  and  18  percent  listed  solid  waste  and  other  environmental  issues. 

When  asked  for  a  list  of  "ready-to-go"  infrastructure  projects  that  could  be  underway  in  90  days,  the 
rural  officials  identified  2,882  projects  requiring  $2.9  billion  of  public  investment  and  creating  39,068 
jobs. 

When  asked  to  identify  the  greatest  impediments  in  using  federal  programs,  neariy  half  (44  percent)  of 
the  local  officials  cited  inflexibility,  excessive  paperwoik  and  red  tape.  Over  half  (S3  percent)  said  their 
governments  had  been  forced  to  reduce  funding  for  infrastructure  projects  and  41  percent  had  raised 
taxes  or  fees. 

According  to  U.  S.  Census  data: 

•  In  1991  the  poverty  rate  in  rural  areas  was  higher  (16.1  percent)  than  in  urban 
regions  (13.7  percent) 

•  A  higher  percentage  of  children  and  the  elderly  in  rural  areas  are  poorer  than  in 
metropolitan  areas 

•  The  unemployment  rate  is  higher  in  nonmeoopolitan    (7.0  percent)  than  metro- 
politan (6.6  percent) 

Rural  counties,  towns,  townships  and  regional  development  organizations  made  the  following  recom- 
mendations to  Congress  and  Pi«sident-elect  Clinton: 

1.  No  federal  law  or  regulation  should  be  enacted  without  accompanying  funds. 

2.  Additional  fedend  funding  should  be  provided  for  infrastructure  including  roads, 
bridges,  water  wastewater  and  solid  waste  disposal 

3.  The  requirement  for  local  match  should  be  waived  for  distressed  communities. 

4.  Rural  governments  should  be  allowed  more  flexibility  in  meeting  federal  man- 
dates and  existing  federal  programs  should  be  coordinated  to  make  better  use  of 
available  funds. 

5.  Priority  funding  for  existing  federal  rural  programs  should  be  aimed  at  job  cre- 
ation, job  training,  ecoiKxmc  development,  technical  assistance  and  increasing 
dqrital  for  small  business  development 


*  The  National  Association  of  Counties  (NACo),  National  Association  of  Development  Organizations 
(NADO)  and  the  National  Association  of  Towns  and  Townships  (NATaT)  represent  local  governments 
and  their  regional  development  organizations  throughout  rural  America. 
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A  Profile  of  Rural  America 

While  the  needs  of  urban  areas  are  indisputably  real,  there  has  been  virtually  no  discussion, 
either  during  the  campaign  or  since  the  election,  of  the  needs  of  the  nation's  rural  communities, 
especially  the  smaller  ones  which  have  extremely  limited  resources  with  which  to  help 
themselves.  Rural  communities  have  long  been  praised  for  the  values  that  are  instilled  in  their 
residents.  But  as  the  statistics  below  make  readily  clear,  rural  life  is  not  always  the  ideal  which 
some  images  would  suggest.  According  to  the  federal  government's  own  statistics,  many  of  the 
problems  that  urban  leaders  point  to  such  as  poverty,  unemployment,  access  to  jobs  and 
infrastructure  construction  and  repair,  are  as  bad,  if  not  worse,  in  small  communities  and 
rural  areas. 

Our  nation  is  largely  one  of  small  communities,  composed  of  cities,  counties,  towns, 
townships,  villages  and  boroughs.  Small  local  governments  are  the  vast  majority  of  all  local 
governments  in  the  United  States.  Eighty-six  percent  of  all  general  purpose  local  govern- 
ments in  the  U.S.  are  under  10,000  in  population,  and  half  have  fewer  than  1,000  residents. 
Seventy-four  percent  of  the  nation's  counties  are  under  50,000  in  population.  Though  these 
smaller  local  governments  have  fewer  resources  at  their  disposal  than  major  urban  areas,  they 
must  still  deliver  many,  if  not  all,  of  the  same  services  to  their  residents  that  urban  areas  provide. 

Poverty  and  unemployment 

Poverty  has  come  in  recent  decades  to  be  considered  an  urban  issue.  However,  since  1967, 
when  rural  and  urban  poverty  data  began  being  collected,  rural  areas  have  consistently 
had  higher  poverty  rates  than  urban  areas.  In  1991,  the  poverty  rate  for  persons  living  in 
nonmetropolitan  areas  was  higher  (16.1 )  than  the  poverty  rate  in  metropolitan  areas  (13.7)  (See 
chart  #1  below).  However,  a  more  interesting  measure  might  be  a  "worst-case"  comparison 
between  nonmetropolitan  areas  and  central  cities.  Since  1987,  central  cities  have  had  a  higher 
poverty  rate,  but  the  two  rates  are  close. 


Chart  #1 
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However,  when  one  looks  at  poverty  by  race,  only  whites  have  higher  rates  in  central  cities 
than  in  nonmetropolitan  areas.  Both  blacks  and  Hispanics  in  nonmetro  areas  have  higher 
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poverty  rates  than  their  central  city  counterparts.  (See  chart  #1) 

Additionally,  children  (below  age  18)  in  nonmetro  areas  are  more  likely  to  be  below  the 
poverty  level  than  children  in  metropolitan  areas.  Moreover,  poverty  among  black  and 
Hispanic  children  from  nonmetro  areas  is  about  the  same  as  for  black  and  Hispanic  children  from 
inner  city  areas.  (See  chart  #1 ) 

Finally,  elderly  nonmetro  residents  are  more  likely  to  be  poor  than  metro  elderly.  Almost 
half  of  elderly  nonmetro  blacks  are  in  poverty,  compared  with  less  than  a  third  in  central  cities, 
while  over  a  third  of  the  Hispanic  nonmetro  elderly  are  below  poverty,  compared  with  a  quarter 
of  central  city  Hispanic  elderly.  (See  chart  #2) 

Chart  #2 
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Unemployment  continues  to  be  a  problem  in  rural  areas  because  of  limited  employment 
opportunities.  The  unemployment  rate  for  all  persons  in  the  central  city  is  only  slightly 
higher  than  that  for  nonmetropolitan  nonfarm  workers.  The  unemployment  rate  for 
nonmetropolitan  white  workers  not  employed  in  farming  is  higher  than  the  rate  for  their  central 
city  counterparts.  A  comparison  of  the  same  rates  for  blacks  and  Hispanics  shows  that  there  is 
only  a  slightly  higher  unemployment  rate  for  central  city  persons.  (See  chart  #2) 

Getting  rural  residents  out  of  poverty  and  into  the  workforce  poses  special  problems  because 
of  the  educational  attainment  and  training  of  rural  residents.  This  issue  was  explored  recently 
by  the  Economic  Research  Service  (ERS)  of  the  U.S.  Department  of  Agriculture.  Interestingly, 
it  found  that  a  rural  high  school  education  is  often  superior  to  an  urban  education,  based  on 
achievement  scores.  ERS  also  found  little  difference  between  the  typical  metro  and  nonmetro 
worker  25  years  of  age  or  older  who  has  a  high  school  degree  but  not  a  college  degree. 

However,  rural  workers  were  less  likely  to  have  finished  high  school,  attended  college, 
earned  a  bachelor's  degree  or  earned  a  professional  or  graduate  degree.  While  the  rural-urban 
high  school  graduation  gap  has  been  decreasing  recendy  among  younger  age  groups,  the  college 
education  gap  has  been  increasing.  This  is  in  part  because  younger  and  better  (college)  educated 
persons  are  leaving  rural  areas  for  career  opportunities  in  urban  areas.   According  to  ERS, 
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counties  in  an  area  with  greater  than  a  million  people  grew  by  12  percent  between  1980  and  1990. 
In  contrast,  the  smallest  nonmetropolitan  counties — those  not  adjacent  to  a  metro  area  and  with 
no  city  with  a  population  as  big  as  10,000,  shrank  by  slightly  less  than  one  percent. 

The  ERS  research  also  showed  that  the  more  rural  a  community,  the  lower  the  educational 
attainment;  in  contrast,  "inner  city"  counties  (counties  with  large  metropolitan  areas)  did  not 
show  a  similar  lack  of  educational  attainment.  Rural  students  are  less  "tracked"  into  advanced 
education  paths,  in  part  because  fewer  rural  high  schools  offer  advanced  placement  courses. 

Finally,  the  research  also  showed  that  while  there  was  only  a  slight  rural  gap  in  job  skills 
training,  those  who  need  training  the  most  (the  less  educated)  were  less  likely  to  receive  post- 
high  school  job  skills  training.  This  was  especially  true  for  minorities.  Rural  companies  are  often 
limited  in  their  ability  to  offer  employee  training  because  of  their  small  size.  With  job  skills 
training  an  apparent  priority  for  the  Clinton  Department  of  Labor,  this  disparity  will  hopefully 
be  addressed. 

Infrastructure 

There  is  a  great  need  to  build  or  maintain  infrastructure  in  rural  areas.  Without  necessary 
infrastructure  investment,  rural  development  will  be  hampered,  if  not  precluded.  Since  the 
deregulation  of  many  transportation  modes — airlines,  buses  and  railroads — rural  roads 
and  bridges  are  often  the  only  transportation  network  in  rural  areas.  As  a  result,  those  roads 
and  bridges  are  being  called  upon  to  handle  greater  amounts  of  commercial  traffic  that  they 
weren't  designed  to  handle,  in  addition  to  "normal"  traffic  such  as  travel  to  work  and  school  or 
for  public  safety  services. 

Rural  areas  contain  80  percent  of  the  nation's  bridges.  By  1990,  the  nation's  larger  rural 
roads  contained  76,595  deficient  rural  bridges  out  of  more  than  250,{X)0  rural  bridges.  Smaller 
"local"  roads  had  another  105,000  deficient  bridges.  Overall,  roughly  40  percent  of  463,0(X) 
rural  bridges  are  deficient. 

Not  only  are  rural  bridges  in  poor  repair,  so  are  rural  roads  which  constitute  3.1  million  of  the 
nation's  3.9  million  miles  of  road.  Almost  three-fourths  of  these  roads  are  under  local  control. 
More  than  half  of  all  rural  mileage  is  unpaved,  as  one  would  expect  because  of  the  large  number 
of  collector  and  local  roads  under  local  jurisdiction.  Many  collector  roads  and  most  local  roads 
are  ineligible  for  federal  transportation  funding.  The  nation's  best  system  of  roads,  the 
interstate  highway  system,  only  runs  through  a  third  of  the  nation's  nonmetropolitan  counties, 
adding  to  the  isolation  of  rural  areas. 

Of  particular  importance  to  rural  communities  is  infrastructure  needed  to  meet  the  growing 
number  of  largely  unfunded  federal  environmental  mandates.  Typical  are  waste  and  water 
treatment  facilities  needed  to  make  drinking  water  contaminant-firee  and  treat  wastewater  that 
is  discharged  into  lakes  and  streams. 

One  study  by  the  Center  for  Community  Change  notes  that  Environmental  Protection  Agency 
(EPA)  data  reveal  that  "75  percent  of  all  documented  [wastewater]  facility  needs  are  in  rural 
communities  of  fewer  than  10,000  persons."  These  facilities  would  come  with  an  estimated 
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$  1 3  billion  price  tag,  roughly  one  fourth  of  what  EPA  estimates  is  needed  nationally.  The  report 
goes  on  to  note  that  because  of  the  way  funds  are  allocated,  "states  with  significant  rural  needs 
will  receive  considerably  less  federal  SRF  [State  Revolving  Fund]  funding  than  states  with 
higher-cost  urban  projects."  Wastewater  facilities  in  rural  counties — and  especially  poor  rural 
counties — were  found  to  account  for  most  of  the  backlog  of  secondary  treatment  facilities 
needed  to  meet  Clean  Water  Act  standards;  the  highest  incidence  of  noncompliance  with 
discharge  permit  standards;  and  the  largest  share  of  noncompliance  situations  requiring  new 
facilities  where  none  now  exist. 

A  major  barrier  with  regard  to  wastewater  projects  in  rural  areas  is  that  poor  communities 
cannot  develop  affordable  projects  because  they  cannot  achieve  the  economies  of  scale 
necessary  to  result  in  reasonable  customer  rates.  Too  much  cost  is  spread  over  too  few  customers. 
The  problem  of  high  per  capita  cost  projects  is  not  unusual  for  rural  projects.  One  of  the  most 
glaring  examples  is  rural  drinking  water  systems.  The  EPA  has  estimated  that  for  some  small 
drinking  water  systems  to  meet  federal  drinking  water  standards,  the  cost  will  exceed 
$1,500  per  household  annually. 

These  are  just  a  few  areas  where  federal  policy  should  be  reexamined  and  refocused  to  ensure 
that  residents  of  Rural  America  are  not  left  behind  by  the  new  administration  as  it  pursues  policies 
to  increase  infrastructure  investment,  create  jobs  and  protect  the  environment 

There  are  many  other  areas  where  rural  local  governments  and  their  citizens  are  in  as  great  a 
need  as  urban  residents  for  proactive  federal  assistance:  access  to  medical  facilities,  physicians 
and  affordable  health  care  plans;  creation  of  more  affordable  and  better  quality  housing; 
improvement  in  rural  telecommunications  infrastructure;  and  relief  from  burdensome  federal 
regulations  which  create  a  disproportionate  amount  of  administrative  costs  on  local  govern- 
ments, especially  smaller  ones. 

As  the  Clinton  administration  moves  ahead  to  face  the  challenges  of  governing  this  nation, 
administration  policy  makers  should  ensure  that  rural  communities  and  their  elected  officials  are 
able  to  compete  for  funding  with  their  urban  counterparts  on  a  level  play  field,  and  that  federal 
programs  and  regulations  are  not  continued  in  an  inflexible  "one-size-fits-all"  format  in  which 
all  the  nation's  39,000  local  governments  are  considered  alike. 
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NADO  RURAL  DEVELOPMENT  AND  RELATED  DOMESTIC  BUDGET  ANALYSIS  -  1993  BUDGET             1 

1 

(MiUiauofDotUn) 

Pfopoaed 

Approp. 

Change 

%  Change 

1980 

1992 

1993 

1993 

1992-1993 

1992-1993 

DEPARTMENT  OF  AGRICULTURE 

Ftnnen  Home  AdimnimtiOB  /  ROA 

Water  A  Watte  DiapoMi  Gnata 

290.0 

350.0 

300.0 

415.6 

65.6 

18.7« 

Water  &  Waate  Diapoaal  Loeaa 

700.0 

600.0 

600.0 

63i.i 

35.5 

5.9« 

Water  A  Waate  Diapoeal  Loena  • 

— 

35.0 

0.0 

35.0 

0.0 

C.0« 

Cofflmunity  Facility  Loana 

240.0 

100.0 

100.0 

100.0 

0.0 

0.0« 

— 

2^.6 

100.0 

100.0 

ii.o 

300.0« 

BusiBMi  iwi  Industry  I  ^^tmf  * 

1.073.8 

100.0 

100.0 

405.0 

305.0 

3O5.0« 

Intermediary  Rekndiag  Lo«ii(1980  HHS) 

20.0 

32.5 

35.0 

48.0 

15.5 

47.7* 

Rural  Developnieat  GianH 

10.0 

20.8 

35.0 

20.8 

0.0 

0.0% 

— 

3.0 

0.0 

3.0 

0.0 

0.051 

Fire  Protectioa  Graula 

i.i 

3.5 

0.0 

3.5 

0.0 

0.0% 

Plamiiiig  Giaatt  (Sec.  Ill) 

6.0 

0.0 

0.0 

0.0 

0.0 

0.0% 

Sec.  515  Rental  Houaiii(  Lomt 

881.3 

573.9 

341.0 

573.9 

0.0 

0.0% 

Reaource  Cooa.  A  DevelopOMit  Loana 

1.8 

0.6 

0.0 

0.6 

0.0 

0.0% 

EaMtyeacy  Comnaouty  Water  Aiaiataace  Giaata 

— 

10.0 

0.0 

25.4 

15.4 

154.0% 

Fonat  Service  Ecaoomic  DevelopiBaat 

0.0 

^.0 

2.9 

a/a 

a/a 

a/a 

Rural  Electrificatiaa  Adnwiiatialion 

Rtual  Development  Gmu 

0.0 

5.0 

0.0 

0.0 

-5.0 

-100.0% 

0.0 

8.4 

16.0 

12.4 

4.0 

47.6% 

SCS  -  RC  A  D  Prcjecta 

3Z0 

32.5 

23.6 

32.5 

0.0 

0.0% 

APPALACHIAN  REGIONAL  COMMISSION 

126.6 

36.4 

38.6 

50.3 

13.9 

38.2% 

Reaeuck,  T.A..  Other 

2.6 

2.0 

2.0 

3.9 

1.9 

95.0% 

Local  Development  Diatrida 

i.7 

3.2 

3.2 

3.2 

0.0 

0.0% 

228.7 

147.6 

56.0 

135.6 

-12.0 

-8.1% 

DEPARTMENT  OF  COMMERCE 

EDA  •  Total  Program  Fuada 

531.5 

226.8 

0.0 

217.0 

-9.8 

-4.3% 

Planaing  Gnata 

33.6 

2i.3 

0.0 

24.8 

-0.5 

-2.0% 

Public  WoTka 

260.7 

154.2 

0.0 

147.4 

•6.8 

<4.4% 

EcoaomK  Adiuatment  Grwta  (Title  TX) 

ii.9 

23.0 

0.0 

172.1 

149.1 

648.3% 

Technical  Aaaiatanna 

30.7 

9.9 

0.0 

9.0 

-0.9 

-9.1% 

Reeearch  *  Evahiaiiaa 

4.2 

0.5 

0.0 

0.0 

-0.5 

-100.0% 

Direct  Loana 

116.4 

6.6 

0.0 

0.0 

0.0 

0.0% 

TtMie  Adjuatmeni  AaaiaHooa 

a/a 

14.0 

0.0 

U.-J 

-0.3 

-2.1% 

Loan  Guarmeea  * 

42i.O 

i.O 

0.6 

0.0 

-5.6 

-100.0% 

Salariea  A  Espanaea 

40.8 

2f.i 

13.8 

32.1 

4.5 

16.3% 

id^i6tiAL  b£VeLol>M£Mt  (title  V) 

109.4 

6.0 

0.0 

0.0 

0.0 

0.0% 

ENVIRONMENTAL  PROTECTION  AGENCY 

4.900.0 

2.365.0 

2.500.0 

2.335.0 

-30.0 

-1.3% 

DffAftTMSfT  6t  heALTH  Aiib  MMAii  ifoviets 

Coomunity  Service  Block  Graai(S0-81  CSA) 

550.5 

437.4 

5.0 

441.0 

3.6 

0.8% 

NaiioMl  Health  Service  Corp. 

153.6 

I0I.5 

120.0 

118.6 

ill 

16.8% 
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NADO  RURAL  DEVELOPMENT  AND  RELATED  DOMESTIC  BUDGET  ANALYSIS 

-  1993  BUDGET              | 

1 

(MilUou  of  DoUtfi) 

Approp. 

Chsnge 

%  Oumge 

1980 

1992 

1993 

1993 

1991-1992 

1991-1992 

DEPARTMENT  OP  H6UstNG  AND  URBAN  DEVtLOPM^           | 

Conun.  Dev.  BIk.  Gnnt-CDBG  (30%  runi) 

3.862.0 

3,400.0 

2.900.0 

4.000.0 

600.0 

17.6% 

UrtMii  Dev.  Act.  Gnat-UDAG  (25%  nini) 

675.0 

0.0 

0.0 

0.0 

0.0 

0.0% 

Sectioa  108  Louu  • 

157.0 

140.0 

0.0 

300.0 

160.0 

114.3% 

RehabiliUtiao  Loans  (312) 

214.2 

0.0 

0.0 

0.0 

0.0 

0.0% 

Home  BIk.  Gnnt  (40%  Sttte  AUocatioo) 

— 

1.500.0 

700.0 

1.000.0 

-500.0 

-33.3% 

HOPE 

— 

251.0 

1.010.2 

361.0 

110.0 

43.8% 

DEPARTMENT  Ot-  IN'fbRlUR 

Suie  Outdoor  Rec.  (LWCF)  GmiU 

318.6 

19.^ 

56.5 

24.8 

5.1 

25.9% 

State  Hutonc  Praaervatiaa  GnnU 

43.8 

28.8 

29.2 

29.0 

0.2 

0.7% 

Payment  in  Lieu  of  Taxes  (BLM) 

108.0 

103.7 

IOJ.6 

lOi.O 

1.3 

1.3% 

5fel»ARTMENt  OF  LABOk 

jfPA  AdultA-outh  Progrwni  (1980  CflA) 

3.342.0 

1773.5 

1.771.6 

1.741.-* 

-31.8 

-1.8% 

Sumner  Voutli  (19iO  c£tA) 

2.330.5 

682.9 

682.9 

6^0.^ 

-12.2 

-1.8% 

biaiocated  Wotfcer  (1980  Tf«le  Adj.  AM) 

1.664.4 

577.0 

571.1 

566.6 

-10.4 

•1.8% 

Comm.  Service  Eiapi.  for  Older  Amer. 

266.9 

395.2 

342.8 

390.1 

-5.1 

•1.3% 

SMALL  BUSINESS  ADMINISTRATION 

S03/S04  Ceft.  Development  C:o.  Loans  * 

250.0 

682.4 

682.4 

700.0 

17.6 

2.6% 

Sec.  502  Dev.  Company  Loans  • 

44.7 

43.4 

43.4 

39.6 

-3.8 

-8.8% 

3.000.0 

6.039.0 

6,039.0 

3.250.1 

-2.^88.9 

-46.2% 

Small  Bus.  Investment  Co.  Loeas  * 

148.8 

85.5 

85.5 

136.1 

50.6 

59.2% 

Minority  Ent.  SBIC  Loan  • 

3i.5 

18.5 

60.0 

ll4 

-1.1 

-5.9% 

SBDC  Program 

3.9 

60.5 

0.0 

67.0 

6.5 

10.7% 

Micro-enterpnae  Loan  Program 

— 

44.6 

0.0 

31.4 

-13.2 

-29.6% 

— 

7.0 

0.0 

6.0 

-1.0 

•14.3% 

TENNESSEE  VaIIIY  AUtttblUTV 

Economic  &  Comnamity  Reaonroes 

12.4 

16.0 

0.0 

n/a 

a/a 

o/a 

DfePARTM^Nt  0#  tTlANStK)ftTAfl6N 

SurCKe  Tianaportatiaa  Program 

— 

1.195.0 

3,600.0 

B/a 

n/a 

n/s 

Sec.  18  (federal  ttanak  dranis  (100%  tml) 

5^1 

105.6 

86.1 

a/a 

n/a 

n/a 

Local  Rail  Freight  A«ialnoa 

82.6 

11.5 

0.0 

8.0 

-3.5 

-30.4% 

Essential  Air  Service 

95.8 

38.6 

38.6 

38.6 

0.0 

0.0% 

bEPARtMtNTOFfkSASUkV 

General  Rswenue  Sharing 

6,854.9 

0.0 

0.0 

0.0 

0.0 

0.0% 

■ 

NOTE: 

•      .  loan  guarantee  authonty 

—  •  program  did  not  exist 

n/a  •  not  available 

10/16/92 

This  Special  Report  was  prepared  by  NADO  Legislative  Aaalytf.  Scott  D.  Whipple  end  Reeeerch  Associate  Gregory  Schiefelbem 
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SUMMARY  SURVEY  OF  RURAL  OFTICIALS 

Rural  officials  are  faced  with  a  number  of  issues  relating  to  budget  cuts,  reductions  in  service  and  how  to 
improve  infrastructure  as  well  as  stimulate  job  growth  in  their  communities.  In  a  recent  survey  rural  officials 
were  asked  a  number  of  questions  relating  to  the  above  issues. 

NACo,  NADO,  and  NATaT  sent  out  a  total  of  1 .050  surveys  to  local  goveinment  and  regional  developooent 
officials.  The  joint  return  was  331.  a  response  rate  of  32  percent 

Infrastructure  concerns  were  the  top  priority  cited  in  the  survey.  Of  those  responding,  70  percent  said  that 
infrastructure  was  the  number  one  concern.  The  definition  of  infrastructure  included  roads  and  bridges,  water 
and  wastewater  systems,  as  well  as  capital  facilities  such  as  schools,  jails,  and  municipal  buildings. 

A  second  priority  was  economic  development,  identified  by  47  percent  of  those  responding.  Local  officials 
were  concerned  with  creating  or  expanding  the  economic  base  of  their  communides,  creating  new  and  better 
paying  job  c^pcxtunities,  bu^ess  recruitment  and  financing  concerns,  as  well  as  capital  for  rural  community 
and  economic  development 

The  third  most  frequently  identified  priority  for  rural  government  officials  was  solid  waste  management  Of 
those  re^xMiding,  18  percent  were  concerned  with  solid  waste  and  other  environmental  issues. 

Impediments 

The  survey  asked  local  government  and  development  leaders  to  identify  the  greatest  impediments  faced  by 
their  governments  in  implementing  federal  programs.  The  greatest  impediment  identified  by  44  percent  of 
those  responding,  was  "red  tape"  and  the  inflexible  nature  of  federal  programs.  Local  officials  complained 
that  federal  programs  required  excessive  administrative  duties  and  too  much  paperwork  (25  pereent), 
complicated  implementation  procedures,  and  are  overregulated . 

An  additional  burden  placed  on  rural  officials  is  the  lack  of  capital  for  planning  and  technical  assistance. 
Many  federal  programs  require  a  level  of  funding  and  technical  expertise  not  always  available  to  local 
officials. 

Local  and  regional  officials  cited  the  lack  of  communication  among  federal  agencies,  and  among  federal 
agencies  and  state  and  local  governments  as  causing  an  excessive  burden.  Also  mentioned  as  an  impediment 
was  the  lack  of  consistency  among  federal  agencies  in  interpreting  regulations. 

Financial  Stobility 

Officials  were  asked  how  their  governments  responded  to  reductions  in  federal  and  state  funding.  To  offset 
these  cutbacks,  41  percent  said  dieir  govenmients  were  forced  to  raise  taxes  and/or  fees.  An  additional  53 
percent  said  their  governments  made  reductions  in  capital  projects.  Of  these,  40  percent  postponed  road  and 
other  transpcHtation  improvements,  while  27  percent  put  off  parks  and  recreation  projects. 

Officials  were  asked  to  identify  what  holds  the  greatest  potential  fca-  job  creation  in  their  communities.  A 
numberofsuggestions  were  made  by  local  government  and  development  officials,  including:  small  business 
develc^ment,  tourism,  manufacturing  and  industrial  development,  and  new  forestry  and  agricultural 
concepts,  such  as  value-added  products. 
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Although  many  officials  listed  a  number  of  projects  they  would  like  to  see  implemented  to  stimulate  job  and 
economic  growth,   the  lack  of  capital  was  cited  as  a  hindrance  to  carrying  out  these  efforts. 

The  responses  of  most  surveys  was  summed  up  by  a  statement  made  by  a  local  official  firom  Pamilico  County, 
North  Carolina:  **The  unavailability  of  capital  for  infrastructure  projects,  such  as  sewage  treatment  and 
disposal  systems,  has  greatly  limited  job  creation  in  our  county.  Also  the  stringent  requirements  of  the 
regulatoiy  agencies  at  the  federal  and  state  levels  have  limited  our  abilities  to  attract  industries." 
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QUOTES  FROM  SURVEY  RESPONDENTS 

"If  rural  counties  had  good  schools  and  a  stable  industrial  base,  we  could  legitimately  offer  Americans  a 
life-style  that  is  healthier  than  life  in  major  metropolitan  areas." 

-Hazen  Blodgett,  Assistant  County  Manager,  Halifax  County,  North  Carolina. 

"Rural  counties  need  to  diversify  and  expand  their  economic  base  to  provide  jobs  in  low-cost  living 
areas,  become  centers  for  environmental  industry  oriented  businesses.  Continue  to  be  the  "safety  net" 
for  the  underprivileged,  impm\e  the  quality  of  life  in  our  communities." 

-Reagan  Wilson,  Chief  Executive  Officer,  Stanislaus  County,  California. 

"In  my  opinion,  tax  dollars  should  be  administered  as  near  to  the  source  as  possible.  Much  more  can  be 
accooqjlished  with  fewer  dollars." 

-Dale  Weakener,  Judge,  Boone  County,  Arkansas. 

"Assist  small  business  in  creation  of  jobs;  assistance  on  replacement  of  existing  infrastructure  and 
development  of  new  infrastructure  to  serve  expanding  population  basis;  reduction  in  healtii  care  costs; 
national  direction  for  the  economy;  continuation  of  primary  and  adult  education  programs  to  train  the 
work  force." 

-Lynn  Cartlidge,  President  of  the  Board  of  County  Supervisors,  Forrest  County,  Mississippi. 

"Rural  America  is  far  more  than  farmland.  Although  rolling  waves  of  grain  dominate  the  popular 
perception  of  rural  life,  non-agricultuie  jobs  comprise  90  percent  of  rural  employment  Even  on  family 
farms,  60  percent  of  the  total  income  is  from  non-farm  sources." 

-Robert  J.  Paciocco,  Executive  Director,  Mid-East  Commission,  Washington,  North  Carolina. 

"The  cost  of  implementing  EPA  standards  for  public  facilities—sewer,  water,  landfill,  etc.,— is  often 
beyond  the  reach  of  our  smaller  communities.  By  complying  with  the  EPA  regulations  fen*  facility 
upgrades  and  new  enviromnental  statutes,  no  funds  remain  from  their  limited  budgets  for  other  com- 
modity needs  such  as  new  school  buildings,  roads,  and  growth-oriented  projects  for  economic  develop- 
ment 

-Joseph  L.  Herring,  Executive  Director,  Regional  IV  Development  Association,  Twin  Falls, 
Idaho. 

Timing  is  an  issue.  A  problem  will  arise  and  it  takes  too  long  for  a  local  government  to  access  these 
federal  funding  sources,  and  if  two  or  nooie  federal  funding  sources  are  utilized,  there  is  often  a  lack  of 
coordination  between  their  program  deadlines  and  award  of  funds.  Many  times  due  to  lack  of  local  staff 
and  their  training,  the  ci^>adty  to  respond  is  limited.  In  addition,  regional  development  organization 
staff  may  be  unable  to  provide  the  necessary  technical  assistance  to  local  governments  due  to  resources 
not  being  sufficient" 

-Ronald  J.  Radii,  Executive  Director,  West  Central  Nebraska  Development  District,  Ogallala, 
Nebraska 

10 


234 


Tedend  ftinds  have  so  many  strings  attached  and  hoops  to  jump  through  that  I  doubt  we  would  ever 
apply  agam.  We  have  do  businesses  because  we  have  no  sewerage." 

-Catherine  Uraess.  Clerk,  Town  of  Belgium,  Ozaukee  County.  Wsconsin. 

"We  need  the  opportunity  to  participate  in  federal  programs  as  a  smaU  town  with  small  projects.  Our 
taxes  went  up  by  7 1  percent  to  cover  debt  necessary  to  fund  a  state  road  in  our  township,  purchase  a 
grader  and  enlarge  our  buildings."  ^^ 

-Jack  Walter.  Supervisor.  Athens  Township.  Bradfoni  County.  Pennsylvania. 

Z-'^ifr^"'  T**?  ^?-  '""""^  ^^'^y  ^^  "^"^^  "  "^P^'^  °f  ^°^  P^Pl'  <=>»"  work  together 
regardless  of  their  pohQcal  affiliation.  6vui« 

-Cynthia  Young.  Qerk,  Town  of  May.  Washington  County.  Minnesota. 
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RECOMMENDATIONS 

1.  No  federal  law  or  regulation  should  be  enacted  or  implemented  without  accompanying  funds. 

2.  The  number  one  priority  need  in  rural  America  is  investment  in  infirastnictuie. 

•  Roads  and  bridges  were  identified  in  the  survey  by  local  governments  as  being 
their  most  impoitant  priority.  Congress  should  fully  fund  the  Intemxxlal  Surface 
Transp(Htation  Efficiency  Act  GSTEA). 

•  Environmental  infiastnicturc — water,  wastewater,  solid  waste — was  the  largest 
need.  Congress  should  fully  fund  programs  aimed  at  water  quality,  safe  drinking 
water,  and  solid  waste  di^>osaL 

•  FHminat<>  or  Tcducc  local  ooatch  requirements  for  distressed  communities. 

3.  Congress  and  the  Administration  must  recognize  the  diversity  in  rural  America.  Rural 
communities  need  flexible  programs  and  regulations  which  can  be  adapted  to  their  own  unique 
circumstances. 

•  Local  elected  officials  should  be  a  key  partner  in  the  development  and 
iirq>lementation  of  federal  programs. 

•  Congress  should  enact  flexible  programs  that  allow  implementing  agencies  to 
adapt  regulations  to  address  the  diversity  in  rural  areas. 

•  The  Administradon  should  enforce  the  Regulatory  Flexibility  Act  of  1 980  which 
requires  Federal  Agencies  to  develop  flexible  approaches  for  small  local 
governments  (those  under  50,000  populations)  to  meet  federal  goals. 

•  Continue  support  for  the  National  Initiative  on  Rural  Development 

4.  Priority  funding  of  existing  federal  programs  targeted  to  rural  areas  should  be  aimed  at  job 
creation  and  retention,  job  training,  and  economic  development  programs. 

•  Proactive  technical  assistance  must  be  provided  for  those  small  communities 
which  do  not  have  the  resources  or  expertise  to  share  equally  in  the  benefits  of 
programs  for  rural  America. 

•  Link  job  creation  with  an  educational  and  job  training  strategy  to  retain  rural 
youth. 

•  Increase  the  amount  of  capital  and  credit  available  for  small  businesses  in  rural 
America. 
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DESCRIPTIONS  OF  ORGANIZATIONS 

The  Natioiial  Ataociafion  of  Counties  (NACo)  is  the  only  national  organization  that  represents 
county  goveinment  in  the  United  States.  NACo's  goals  are  to  improve  county  govemment,  act  as  a 
liaison  with  other  levels  of  govemment,  serve  as  the  national  spokesman  fcx-  counties,  and  advance 
public  understanding  of  the  role  of  counties. 

Nearly  two-thirds  of  the  county's  3,045  counties  are  members  of  NACo.  These  counties  range 
fiom  urban  Los  Angeles  County  with  a  population  of  more  than  8  million  to  tiny  Loving  County,  Texas, 
with  a  population  of  100. 

With  headquarters  on  Capitol  Hill,  NACo  is  a  full-service  organization  that  provides  legislative 
representation,  research,  and  technical  and  public  affairs  assistance. 

Larry  Naake,  Executive  Directcn-  (202-393-6226  extension  201;  Ralph  Tabor,  Legislative  Oirec- 
tor  ExL  254;  Richard  E.  Keister,  Associate  Legislative  Director.  Ext  231;  and  Michael  Sowell,  NACo 
FeUowExt.255. 

National  Association  of  Counties 
440  First  Street,  NW 
Washington,  DC  20001 

The  National  Association  of  Development  Organizations  (NADO)  promotes  economic  devel- 
opment in  America's  small  cities  and  rural  areas.  Since  its  founding  in  1967,  NADO  has  been  the 
nation's  leading  advocate  for  a  regional  approach  to  economic  development 

NADO  members  are  regional  development  organizations  that  provide  economic  and  community 
development  assistance  to  local  governments  and  the  private  sector. 

The  association  provides  a  network  for  professionals  and  local  elected  ofHcials  to  share  informa- 
tion about  iiuovative,  practical  ^proaches  to  economic  development 

Aliceann  Wohlbruck,  Executive  Director,  Scott  D.  Whipple,  Legislative  Analyst  at 
(202)  624-7806. 

National  Association  of  Development  Organization's 
444  North  Capitol  Street,  NW;  Suite  630 
Washington.  DC  20001 

The  National  Association  of  Towns  and  Townships  (NATaT)  is  non-profit  member  organiza- 
tion offering  technical  assistance,  educational  services  and  public  policy  support  to  local  govemment 
officials  &Dm  more  than  13,(XX)  small  communities  across  the  country.  It  works  to  assist  federal  policy 
makers  in  understanding  the  unique  needs  of  small  local  governments  and  how  to  structure  federal 
initiadves  so  they  are  workable  at  the  local  leveL 

Jef&ey  H.  Schiff,  Executive  Director,  Tom  Halicki,  DirectCH-  of  Federal  Affairs  (202)  737-5200 

National  Association  of  Towns  &  Townships 
1522  K  Street,  NW;  Suite  600 
Washington,  DC  20005-1202 
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TO:    UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 
NORMAN  Y.  MINETA,  CA,  CHAIRPERSON 

THE  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

ROBERT  E.  WISE,  JR.,  UNITED  STATES  REPRESENTATIVE,  WV ,  CHAIRPERSON 


FR(M:   WARREN  R.  WAGGY,  MAYOR 

THE  TOWN  OF  FRANKLIN,  WEST  VIRGINIA 


DATE:   15  JANUARY  1993 
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We  want  to  express  our  appreciation  to  the  Chair  and  to  all  the  members  of 
this  Subcommittee  on  Economic  Development  for  the  opportunity  to  express 
our  views  and  concerns  to  such  an  august  body. 

We  have  come  with  so  many  seemingly  unsolvable  situations  and  problems 
which  exist  in  the  small  community  which  we  represent,  that  any  attention 
to  our  condition  is  likened  to  a  breath  of  fresh  spring  air. 

In  our  association  with  other  communities  and  towns,  we  have  determined 
that  our  town  is  not  peculiar  or  unique  in  its  problems. 

As  Mayor  of  Franklin,  West  Virginia,  a  most  beautiful  town  located  on 
the  central,  eastern  border  with  the  State  of  Virginia,  our  way  of  life  can 
be  likened  to  that  of  the  Shenandoah  Valley  of  Virginia.   However,  we  do  not 
share  in  that  area's  prosperity  —  so  close  and  yet  so  far  away.   This 
condition  places  an  exceptionally  severe  burden  upon  us. 

As  our  young  people  reach  the  age  of  making  their  own  way,  they  are 
compelled  by  jobs  to  leave  for  a  more  affluent  way  of  life.   We  do  not  place 
blame  upon  them.   They  are  to  be  commended  for  displaying  such  initiative. 
However,  this  condition  leads  to  a  decreasing  population  and  places  the 
community  challenges  on  fewer  and  fewer  residents. 

We  here  in  West  Virginia  are  fiercely  independent.   This  is  borne  out 
by  the  motto  on  the  Seal  of  our  Great  State.   We  are  willing  to  do  our  part 
in  moving  this  wonderful  nation  ahead  into  a  positive  economic  future,  as  well 
as  any  other  aspect,  provided,  we  can  get  up  to  ground  zero.   As  most  communi- 
ties, we  in  Franklin,  West  Virginia,  are  constantly  playing  catch-up. 
Governmental  Agencies  impose  laws  and  restrictions  without  providing  resources 
for  their  implementation. 

Our  watershed  is  part  of  the  headwaters  of  the  Potomac  River.   We 
continually  receive  direction  to  keep  this  water  source  clean  and  pure.   This 
is  good,  but  we  need  help  with  the  process.   The  town  of  Franklin,  West  Virginia, 
is  in  the  early  beginnings  of  improvements  at  the  site  of  its  water  supply 
source.   We  have  received  a  sixty  percent  grant  from  our  state,  with  the 
remaining  forty  percent  to  be  bonded  by  the  municipality.   This  is  about  all 
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the  funding  which  we  can  service  by  revenues,  and  yet,  this  will  not  address 
transmission  and  distribution.   Some  of  this  piping  has  been  in  service  more 
that  fifty  years!   Many  days  we  would  gladly  donate  the  mayor's  annual 
fifteen  hundred  dollar  salary  toward  the  installation  of  new  pipe. 

Transportation  is  essential  for  economic  growth.   Our  highways  are  in 
dire  need  of  improvement,  not  just  for  today's  requirements,  but  for  growth 
in  the  future. 

Franklin,  West  Virginia,  is  situated  in  an  area  bounded  by  Interstates 
81,  64,  79  and  68.   However,  all  are  too  distant  for  economical  transportation 
service.   We  have  been  advised  that  the  route  of  the  "Corridor  H"  connection 
in  Interstate  79  in  WV  and  66  at  Strasburg,  VA.,  will  be  decided  this  April  '93. 
This  highway  is  already  funded  by  our  federal  government.   Originally,  a 
southern  route  was  determined  to  be  the  best  and  most  economical.   After 
environmental  pressure  was  exerted,  we  were  presented  with  a  northern 
alternative.   This  northern  route  is  more  expensive  and  will  not  open  central 
West  Virginia  to  eastern  markets.   Perhaps  the  choice  is  to  be  made  as  to 
which  is  the  endangered  species  —  man  or  trout. 

Education  is  paramount  to  economic  development.   Job  training,  whether 
original  or  re-training  cannot  be  denied.   School  systems  with  the  ultimate 
in  financial  resources  and  a  learning  atmosphere  are  a  must  for  future  growth. 
Our  youth  is  our  nation. 

Small  communities  need  jobs.   Jobs  with  a  respectful  wage.   Jobs  will  be 
created  when  business  feels  the  need  to  develop,  expand  and  relocate.   However, 
water  supply,  sanitary  sewerage  disposal,  highways,  schools,  and  a  labor  force 
with  a  good  work  ethic  are  all  part  of  the  elements  of  a  positive  economic 
atmosphere.   We  can  supply  the  work  force. 

Our  County,  Pendleton,  of  which  Franklin  is  the'  county  seat,  is  forty- 
eight  percent  national  forest.   Only  a  small  amount  of  revenue  comes  into 
our  treasury  through  timber  sales  from  this  large  area,  which  we  understand 
are  made  at  a  loss  at  the  onset. 

We  are  the  fifth  largest  county,  in  size,  of  fifty-five  in  West  Virginia 
with  a  population  under  9,000.   The  same  attention  to  services  and  regulations 
is  required  as  those  of  densely  populated  areas.  We  do  not  have  the  tax  base 
to  meet  these  requirements. 

What  we  have  given  you  are  just  a  few  of  the  concerns  which  surely  pertain 
to  most  small  town  and  communities  across  our  nation.   Time  is  of  the  essence. 
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Small  town  and  cities,  with  their  extremely  low  major  crime  rate,  in 
spite  of  the  constant  day  to  day  catch-up  emergencies,  are  still  wonderful 
places  in  which  to  live. 

Members  of  this  committee,  areas  such  as  mine  need  jobs.  Jobs  with  a 
respectful  wage  to  offer  hope,  and  a  short  funding  pipeline. 

This  will  inspire  us  to  take  the  Initiative  and  will  go  a  long  way  in 
curing  many  of  the  economic  ills  of  our  great  nation  —  a  nation  unequaled 
throughout  the  world. 

We  look  to  you  for  leadership. 

We  thank  you. 
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I  would  like  to  thank  the  Chairman,  the  Honorable  Robert  Wise  of  West  Virginia 
and  the  Committee  for  allowing  me  to  testify  today  c(mcenung  the  needs  of  rural 
communities  for  infrastructure  investment  by  the  Fedoral  Government. 

I  serve  as  the  Economic  and  Community  Development  Coordinator  for  Pendleton 
County  and  in  that  role  I  must  attempt  to  bring  finns  considering  relocatimi  to  our 
community  to  create  employment  and  also  to  woik  to  retain  those  firms  diat  are 
already  employing  our  citizens.  One  of  the  greatest  challenges  facing  our  efforts  in 
Pendleton  to  create  meaningful  Tabor  is  the  lack  of  stifiBcient  infrastructure. 

Though  we  have  been  active  in  addressing  this  concern  much  is  left  to  be 
accomplished  if  we  are  to  realize  our  potential  as  a  community  to  contribute  to  the 
wealth  of  West  Virginia  and  the  United  States.  We  believe  that  Pendleton  County 
has  much  to  offer.  The  Washington  Post  Magazine,  November  22  issue  referred  to 
Pendleton  County  as,  "One  of  the  most  beautiful  places  anywhere.**  One  tfiird  of 
our  land  is  National  Forest  and  we  are  primarily  an  agricultural  community  widi 
unspoiled  vistas,  pure  streams  and  abundant  wild  life. 

Moreover  we  are  well  situated  to  serve  the  eastern  half  of  die  United  States  as  a 
central  point  for  the  distribution  of  manufactured  goods  and  die  processing  and 
handling  of  data.  We  are  widiin  twenty-four  hours  drive  of  65%  of  the  nation's 
population  and  only  diree  hours  drive  from  Washington  D.C.,  Richmond,  and 
Baltifflore. 

We  are  also  uniquely  blessed  with  one  of  the  most  up  to  date  fiber  optics 
communications  links.  We  are,  therefore,  within  the  speed  of  light  by  phone  and 
fax  of  diose  communities  beyond  convenient  driving  range  and  we  are  able  to 
serve  nearby  communities  with  speed  and  efficiency.  As  this  is  our  only 
infrastructure  component  of  high  quality,  we  place  an  emphasis  on  its  utilization 
for  fiiture  planning  and  development. 

Even  though  we  are  near  the  centers  of  commerce,  possess  high  tech 
telecommunications,  and  have  some  of  the  greatest  natural  beauty  anywhere,  we 
have  litde  opportunity  for  employment.  We  have  high  rates  of  recorded  poverty, 
and  we  have  an  extremely  low  per  ci^nta  income.  We  feel  a  major  contributing 
factor  to  the  poor  economic  showing  of  Pendleton  County  is  die  lack  of 
infinstructure  that  we  currendy  suifer. 

Roads  to  Pendleton  inhibit  commercial  traffic.  The  Federal  Highway 
Administration  currendy  lists  the  Level  of  Service  of  many  of  Pendleton's  roads  as 
'D'  and  *£'  where  'C  is  die  lowest  acceptable  standard.  Projection  to  the  year  2010 
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shows  greater  deterioration  still.  Poor  road  quality  has  protected  oxir  community 
from  some  of  the  lesser  cultural  developments  in  our  Nation  but  it  has  also  reduced 
opportunity  and  employment. 

Water  availability  is  also  a  constraint  to  developing  opportunity.  This  is  a 
particular  irony  as  the  well-spring  of  the  Potomac  is  partiy  in  Pendleton  County. 
Many  pure  streams  and  springs  feed  water  to  Washington  and  the  Chesapeake  Bay 
but  this  pure  water  is  insufficiently  ti^ed  and  utilized  in  Pendleton  due  to  the  cost 
of  creating  infrastructure.  Neither  private  industry  nor  sufficient  tax  revenue  exists 
to  create  what,  in  many  cases,  would  be  the  first  investment  in  infrastructure  for 
water  collection  and  dissemination  in  several  of  our  communities. 

Unfortunately  the  many  areas  serviced  by  wells  do  not  have  pure  water  as  the 
proximity  of  septic  systems  and  other  contaminants  pollute  the  drinking  water  of 
those  areas.  Existing  water  systems  do  not  have  the  capital  accumulated  to  expand 
their  service  or  supply.  As  those  systems  are  now  at  peak  capacity  the  ability  to 
add  new  residential  customers  and  business  customers  is  unlikely. 

We  have,  however,  had  some  modest  success  in  applying  for  grants  to  address  ihe 
sh<ntfalls  in  the  Franklin  Water  System.  Based  on  diis  marginal  expansion  in 
catpacity  we  are  in  die  process  of  applying  for  grant  funds  from  the  Department  of 
C<mimerce,  U.S.  EDA  to  construct  a  small  industrial  park  for  light  industry  and 
telecommunications  and  data  based  firms.  Such  programs  are  critical  to 
communities  such  as  ours.  The  potential  to  compete  for  business  expansions  with 
other  rural  areas  is  only  possible  with  this  type  of  Federal  Assistance.  Though  we 
will  be  assuming  debt  on  our  part  to  fund  this  project,  the  Authority  has 
recognized  that  without  taking  some  risk,  the  future  will  pass  us  by  and  the  further 
decline  of  our  citizen's  chance  for  a  better  life  will  move  beyond  our  ability  to 
reverse  Ais  trend 

We  believe  that  future  legislation  to  build  rural  communities  so  that  they  become 
successfully  contributing  economic  entities  should  include  a  per  capita  income 
formula  to  qualify  them  for  Federal  assistance  as  well  as  or  instead  of 
unemployment.  In  many  rural  conmiunities  agricultural  employment  for 
subsistence  wages  exists  but  would  not  meet  an  objective  criteria  to  be  called  true 
gainful  employment.  In  some  cases  this  labor  is  only  for  subsistence  or  non 
monetaiy  reimbursement.  Individual  opportunity  is  not  enhanced  by  this  type  of 
work  nor  is  the  economic  growth  of  our  Country  expanded. 

As  this  non  employment  has  the  tendency  to  mask  unemployment,  we  would  also 
suggest  legislation  include  a  provision  that  would  allow  die  Federally  assisted 
community  to  demonstrate  its  true  unemployment  rate  by  certified  analysis  and 
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survey  by  recognized  and  approved  institutioas.  Rural  communities  by  their  very 
nature  defy  accurate  statistical  accumulation  without  the  exertion  of  extra  methods 
of  data  collection. 

Future  legislation,  from  our  vantage,  may  benefit  also  from  flexibility  in 
designating  appropriate  administrative  entities.  Some  municipalities  and  counties 
may  be  more  administratively  adept  than  others.  For  those  without  administrators 
able  to  allow  sufiBcient  resources  to  meet  reporting  needs,  fimds  may  be  better 
handled  by  the  several  State  administrations. 

Finally,  from  our  view,  the  best  jobs  programs  are  those  that  rebuild  important 
public  structures,  meet  specific  development  needs  within  a  community  by 
eliminating  infrastructure  bottlenecks,  and  put  our  citizens  back  to  work  through 
private  contractors  during  construction  and  allow  for  employment  after  the  work  of 
building  is  completed  by  freeing  private  initiative.  Employment  per  cost 
calculations  that  we  have  seen  do  not  factor  increased  commerce,  resulting 
secondary  employment,  and  savings  by  reducing  the  welfare  roles.  When  all  these 
are  factored  in,  we  believe  that  jobs  programs  are  an  excellent  investment  in 
communities  tmable  to  spare  the  expense  themselves. 

As  a  result  Pendleton  County  is  a  wonderfiil  community  with  a  great  potential  to 
serve  die  metropolitan  commercial  centers  of  America  at  reduced  operational  cost 
to  business  and  with  the  best  workers  in  the  Nation.  To  have  a  venue  which  can 
support  American  business  so  that  American  firms  can  be  more  competitive  in  the 
global  marke^lace  is  to  have  a  location  in  which  it  is  well  worth  investing 
infrastructure  capital.  Pendleton  and  other  rural  communities  are  hidden 
opportunities  for  our  Nation;  opportunities  that  will  return  revenues  on  investment 
and  renewed  fritures  for  our  citizens. 

Thank  You. 


nWESTING  IN  AMERICA'S  INFRASTRUCTURE: 
SHORT-  AND  LONG-TERM  STRATEGIES 


TUESDAY,  FEBRUARY  2,  1993 

House  of  Representatives, 
Subcommittee  on  Economic  Development, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  2:05  p.m.,  in  room 
2167,  Raybum  House  Office  Building,  Hon.  Robert  E.  Wise,  Jr. 
(chairman  of  the  subcommittee)  presidmg. 

Mr.  Wise.  This  hearing  of  the  Economic  Development  Sub- 
committee will  come  to  order,  and  to  show  the  desire  to  move 
ahead  quickly  on  an  economic  stimulus  package,  I  am  submitting 
my  statement  for  the  record  and  will  waive  any  opening  remarks. 
I  would  ask  members  of  the  subcommittee  to  assist  in  that  we  have 
several  of  our  Governors  on  a  very  tight  schedule.  They  have  been 
here  several  days,  and  we  are  very  fortunate  to  have  them  with  us. 
I  had  the  chance,  the  privilege  of  meeting  many  of  our  witnesses 
just  a  couple  minutes  ago  with  Ms.  Molinari,  and  I  just  want  to 
thank  you  again  for  being  here.  I  think  the  message  you  bring  is 
VBT^  important. 

'niis  subcommittee  is  working  to  draft  and  working  to  put  to- 
gether the  case  for  an  economic  stimulus  package,  a  short-term 
package  that  would  pass  quickly,  and  your  being  here  makes  a  lot 
of  difference.  Having  S£iid  that,  I  want  to  express  mv  appreciation 
and  turn  to  Ms.  Molinari  for  any  opening  remarks  she  might  wish 
to  make. 

[Mr.  Wise's  prepared  statement  follows:] 
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STATEMENT  OF  THE  HONORABLE  BOB  WISE 

CHAIRMAN.  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

SECOND  DAY  OF  A  SERIES  OF  HEARINGS  ON 

INVESTING  IN  AMERICA'S  INFRASTRUCTURE: 

SHORT  AND  LONG-TERM  STRATEGIES 

FEBRUARY  2.  1993 


The  Committee  today  is  holding  the  second  in  a  series  of  hearings  on  the 
subject  of  investing  in  America's  infrastructure:  short  and  long-tepm  strategies.    The 
issues  we  are  discussing  address  the  role  of  the  Congress  and  the  Public  Works  and 
Transportation  Committee  with  regard  to  our  present  and  future  economy,  the 
budget  deficit,  and  the  condition  of  the  Nation  s  infrastructure. 

It  would  seem  that  we  are  now  dealing  with  a  different  kind  of  an  economy 
from  what  we  have  been  used  to  for  years.  Although  we  saw  a  3.8  percent  srowth 
rate  in  the  Gross  Domestic  Product  (GDP)  in  the  last  quarter  of  1992  -  the  best  in 
four  years  -  there  is  considerable  doubt  whether  that  rate  can  be  sustained.  Federal 
Reserve  Chairman  Alan  Greenspan  was  quoted  as  sayij^,  "We're  not  out  of  the  woods 
yet."  Moreover,  this  recovery  from  the  recession  of  1990/1991  is  very  weak  compared 
to  the  strong  gains  following  previous  recessions.  It  is  too  weak  to  generate  the 
number  of  jobs  needed  by  millions  of  Americans  who  must  and  want  to  work.   In 
addition,  more  jobs  are  being  lost  as  many  large  firms  downsize  and  restructure  to  be 
more  cost  effective  and  competitive. 

Unemployment  figures  for  January,  due  out  in  a  few  days,  are  not  expected  to 
show  a  significant  drop  from  the  7.3  percent  of  last  month.  In  fact.  Labor 
Department  figures  show  that  the  number  of  first-time  applications  for 
unemployment  insurance  increased  in  mid-January  for  the  third  straight  week. 

At  our  first  day  of  hearings  on  January  15.  the  Subcommittee  heard  from 

Erominent  economists,  from  Government  officials  and  from  representatives  of  the 
usiness  community.  The  current  state  of  our  economy  was  described  as  mid-level 
stagnation  and  the  forecast  was  for  continued  slow  growth  and  high  unemployment. 

Recommendations  for  an  economic  stimulus  were  made  that  included 
multi-year  spending  of  anywhere  from  $20  billion  to  $50  billion  for  physical 
infrastructure.   In  addition,  there  were  proposals  for  investment  tax  and  jobs  credit, 
for  budgetary  changes,  and  for  expanded  investment  in  communities,  in  human 
capital  and  in  technology  that  would  provide  both  short-term  and  long-term  benefits. 

One  economist  pointed  out  that  the  GDP  is  currently  running  some  $400  billion 
a  year  below  normal  and  that  we  are  losing  about  $100  billion  a  year  of  gross  private 
domestic  investment  and  billions  more  in  public  investment  as  States  and  localities 
curtail  even  necessary  services.    Another  talked  about  weighing  the  risks  and  said  that 
the  risks  of  not  administering  an  economic  stimulus  are  much  greater  than  any  threat 
of  overstimulation. 

In  response  to  concerns  about  the  budget  deficit,  it  was  suggested  that  any 
increase  in  the  short  run  could  be  kept  within  reasonable  bounds  at  the  same  time 
that  a  long-range  plan  for  reducing  the  deficit  is  adopted.   Moreover,  the  pomt  was 
made  that  stimulating  economic  growth  is  one  of  the  best  ways  to  reduce  the  budget 
deficit. 

In  discussing  both  short-term  and  long-term  needs,  witnesses  cited 
unemployment  and  inadequate  infrastructure  as  major  problems  facing  large  and 
smaU  cities  and  rural  areas.  Mayor  Raymond  Flynn  of  Boston  submitted  a  copy  of  a 
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report  called  'Boston:  Ready  to  Go'  which  is  a  continuation  of  the  work  done  last 
year  by  the  U.  S.  Mayors  Conference  of  more  than  7.000  "Ready  To  Go"  Projects  in 
504  cities  that  could  put  people  to  work  quickly  as  well  sis  provide  a  long-term  plan 
for  investing  in  economic  development,  the  environment  and  transportation  strategies 
that  would  bring  people  to  jobs  and  jobs  to  people. 

In  the  view  of  Members  of  this  Committee,  inf  rastructure^is  at  the  very  heart 
of  our  economic  system.    Without  adequate  public  facilities,  we  are  going  nowhere, 
literally  and  figuratively.  Our  public  works  needs  are  many  and  new  investment  is 
essential. 

As  we  consider  various  policies  and  investment  packages  we  should  not  be 
thinking  in  terms  of  quick-fix  or  either/or  proposals.  It  is  increasingly  clear  that  we 
must  take  broad  steps  now  to  strengthen  the  economy  and  adopt  measures  that  will 
enable  us  over  the  long  run  to  meet  our  domestic  needs  and  compete  in  the  world 
economies  now  and  in  the  21st  century. 

The  President's  economic  package  is  expected  to  be  presented  to  the  Congress 
on  February  17.  We  look  forward  to  hearing  his  proposals.    In  the  meantime,  we 
will  continue  these  hearings  and  discuss  available  options  with  as  many  people  as 
possible. 

Today,  we  will  hear  from  State  Governors  about  the  particular  problems  they 
are  confronting  and  their  suggestions  for  Federal  action  to  help  mitigate  the  economic 
problems  we  face.    Tomorrow  we  will  receive  testimony  from  Members  of  Congress 
who  will  present  their  views  and  suggestions  for  possible  legislation  to  improve  the 
economy  and  job  growth. 
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Ms.  MOLINARI.  Thank  you,  Mr.  Chairman.  I  also  will  waive  my 
opening  statement  except  to  also  welcome  the  Governors.  Clearly 
this  is  a  new  time  where  we  are  all  trjdng  to  engage  in  a  much 
more  stringent  and  nonpartisan  partnerslup  to  get  this  country 
back  on  track.  Your  participation  here  today,  serves  as  a  very  im- 
portant symbol  towards  that  end.  We  are  extremely  grateful  you 
could  fit  us  in  your  schedule.  Your  remarks  and  your  States'  com- 
mitment to  an  infi-astructure  plan  are  essential  for  our  efforts  to 
move  this  through  Congress. 

With  that,  I  again  would  like  to  thank  you.  I  have  a  prepared 
statement  to  offer  for  the  Record.  The  majority  of  the  members  on 
our  side  have  agreed  to  also  waive  their  opening  statements  and 
submit  their  statements  for  the  record  in  deference  to  the  Gov- 
ernors' schedules.  However,  before  closing,  I  would  like  to  ask  our 
Ranking  Member  of  the  fiill  committee.  Congressman  Bud  Shuster 
fi"om  Pennsylvania,  if  he  would  like  to  say  a  few  words. 

Mr.  Shuster.  I  am  here  to  listen,  thank  you. 

Mr.  Wise.  As  are  we  all.  I  ask  unanimous  consent  that  my  pre- 
pared statement  and  statements  Members  have  be  included  in  the 
record.  Thank  you.  Hearing  no  objection,  we  will  proceed. 

[Statements  received  for  the  record  follow:] 
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STATEMENT 

OF 

CONGRESSWOMAN  SUSAN  MOLINARI 

SUBCOMMITTEE  ON  ECONOIVnC  DEVELOPMENT 

TUESDAY,  FEBRUARY  2,  1993 


I  know  you  all  have  busy  schedules  this  week  and  I  appreciate  your 
taking  the  time  to  join  us  this  afternoon  to  discuss  the  issue  of  investing  in 
America's  infrastructure.    As  you  may  know,  two  weeks  ago  we  heard 
from  local  officials,  economists,  and  business  representatives  on  this  same 
matter.    I  look  forward  to  hearing  both  your  assessment  of  the  economy 
and  your  ideas  on  how  the  Federal  government  should  proceed. 
We  have  heard  from  various  Cabinet  members  and  other 
Administration  representatives  that  some  sort  of  stimulus  package  is  likely. 
Labor  Secretary  Robert  Reich  said  there  probably  will  be  a  stimulus 
package  of  $15  to  $20  billion  and  that  a  third  of  it  may  be  for 
infrastructure.    According  to  today's  Washington  Post,  in  his  meeting  with 
the  governors  yesterday.  President  Clinton  said  that  his  stimulus  package 
will  reach  $30  biUion  and  that  half  will  be  direct  government  spending. 

Yet,  others,  such  as  Robert  Reischer,  Director  of  the  Congressional 
Budget  Office,  have  said  that  the  economy  has  entered  a  period  of  self- 
sustaining  growth  and  that  further  stimulus  may  not  be  necessary.    Mr. 
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Reischer  told  the  Senate  Budget  Committee,  and  I  quote:  "the  strongest 
case  that  can  be  made  for  a  short-run  fiscal  stimulus  might  be  the  sugar 
coating  that  is  applied  to  a  bitter  pill. ..it  might  be  the  price  one  had  to  pay 
to  get  political  acceptance  of  a  major  long-run  deficit  reduction  package." 
Today's  announcement  by  the  Commerce  Department  that  the  Index  of 
Leading  Indicators  posted  its  third  consecutive  monthly  gain  provides  us 
with  yet  another  sign  that  the  economy  will  continue  to  expand  this  year 
without  a  stimulus  package. 

Given  the  mixed  signals  we  continue  to  receive,  many  Members  of 
this  committee  have  questions  that  I  hope  the  governors  here  today  will 
help  us  answer.   Questions  as  to  how  soon  the  funds  can  truly  get  on  line, 
and  whether  we  can  employ  the  unemployed  or  simply  continue  to  employ 
current  workers.   I  believe  the  productivity  of  our  nation  is  linked  to  the 
condition  of  our  infrastructure  and  I  do  not  want  to  see  an  increase  in 
Federal  spending  replace  state  and  local  funds  and  leave  us  with  no  net 
gain. 

We  will  not  hear  the  final  word  on  this  until  President  Clinton 
addresses  a  joint  session  of  Congress  on  February  17.    Nevertheless,  this 
hearing  today  is  important,  because  we  all  agree  that  regardless  if  there  is 


251 

or  is  not  a  short-run  stimulus  package,  we  need  to  address  infrastructure  in 
the  long-run.    We  learned  last  year  that  the  best  way  to  do  this  is  to  work 
closely  with  state  and  local  governments.   That  is  the  way  we  developed 
ISTEA,  and  it  is  the  way  we  must  work  to  address  all  our  infrastructure 
needs. 
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Statement  of  Hon.  Jerry  F.  Costello 

MR.  CHAIRMAN,  I  want  to  thank  you  for  calling  today's 
hearing.   This  is  the  second  in  a  series  of  hearings  on  Investi. 
in  America's  Infrastructure:   Short  and  Long-Term  Strategies. 
Today  we  will  hear  from  many  distinguished  governors  who 
represent  states  from  all  across  our  nation.   I  welcome  you  here 
today  and  look  forward  to  hearing  your  testimony. 

I  would  also  like  to  extend  a  special  welcome  to  Jim  Edgar, 
the  Governor  of  my  home  state,  Illinois.   I  am  pleased  to  have 
the  opportunity  to  hear  you  testify. 

I  strongly  believe  that  a  significant  stimulus  is  needed  to 
rejuvenate  the  economy  in  our  nation,  and  especially  in  Illinois. 
Despite  recent  emphasis  on  deficit  reduction,  an  economic 
stimulus  is  needed  in  order  to  achieve  the  goal  of  reducing  our 
nation's  deficit.   In  fact.  Congressional  Budget  Office  data 
shows  that  if  economic  growth  is  increased  by  only  one  percent, 
the  deficit  could  be  reduced  by  45%  from  FY  93  to  FY  96  without 
cutting  spending  or  increasing  taxes.. 
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In  addition,  our  nation's  infrastructure  needs  immediate 
attention.   When  infrastructure  is  inefficient,  the  economy  is 
less  productive  and  our  nation  is  less  competitive.   Therefore,  I 
see  this  economic  stimulus  package  benefiting  our  country  in  a 
number  of  ways.   The  unemployed  can  be  put  back  to  work,  the 
economy  can  grow  and  our  nation's  infrastructure  will  receive 
critical  improvements. 

I  look  forward  to  discussing  ways  to  bring  jobs  and 
prosperity  back  to  our  country  through  infrastructure  investment. 
Thank  you,  Mr.  Chairman. 
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STATEMENT  BY  CONGRESSMAN  JERROLD  L.  NADLER 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 

HEARING:   "INVESTING  IN  AMERICA'S  INFRASTRUCTURE: 

SHORT  AND  LONG  TERM  STRATEGIES" 

FEBRUARY  2,  1993 

Mr.  Chairman:   I  want  to  commend  you  for  holding  these  hearings 
on  our  nation's  infrastructure  and  in  particular  for  focusing  on 
both  short  and  long  term  strategies.   Too  often,  we  are  told  that 
the  economic  problems  we  are  confronting  are  merely  cyclical  and 
recjuire  little  more  than  a  small  adjustment,  a  short-term 
stimulus  to  get  things  moving  again. 

There  can  be  no  doubt  that  we  need  to  take  decisive  action 
in  the  short-term.   Full  funding  of  ISTEA  will  be  an  important 
first  step  to  get  the  economy  moving.   But  with  the  many  problems 
we  face,  and  with  job  growth  still  at  a  near  stand-still,  the 
Federal  goverment  must  act  decisively  to  get  America  moving 
again.   An  infusion  of  $50  to  $60  billion  would,  in  my  view,  be  a 
reasonable  and  effective  means  to  achieving  this  goal. 

For  the  long-term,  we  must  begin  to  deal  with  the  tremendous 
backlog  of  public  works  projects.   If  the  United  States  is  to  be 
a  competitor  in  the  global  market  of  the  21st  Century,  we  must 
rebuild  and  modernize  our  entire  intermodal  transportation 
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system:  our  port  facilities;  our  roads  and  bridges;  and  our  rail 
lines.   We  must  finish  the  work  of  the  Clean  Water  Act  by 
building  the  facilities  necessary  to  clean  up  our  waterways.   We 
must  invest  in  our  communities  with  education  and  training. 

These  investments  will  not  just  put  people  to  work  in  the 
short-term.   They  will  enable  American  business  to  be  more 
productive  and  more  competitive.   Our  trading  partners  have  been 
doing  this  for  years.   We  have  no  choice  but  to  catch  up. 

I  hope,  Mr.  Chairman,  that  as  we  move  forward  with  these 
multi-billion  dollar  initiatives  we  will  pay  close  attention  to 
how  these  funds  will  be  spent.   I  hope  that  we  will  have  the 
opportunity  to  consider  mechanisms  by  which  public  infrastructure 
expenditures  can  be  assessed  and  their  economic  impacts  relative 
to  their  costs,  measured.   Infrastructure  spending  can  help  our 
economy  if  we  do  it  wisely. 

As  a  former  member  of  the  New  York  State  Assembly,  I  am 
particularly  pleased  to  welcome  the  distinguished  panel  of 
Governors  today.   I  have  a  great  appreciation  for  the  challenges 
they  face.   I  look  forward  to  working  with  them,  and  the  members 
of  this  Committee,  to  get  America  back  to  work  and  moving  again. 

— 30 — 
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Mr.  Wise.  We  are  fortunate  to  have  with  us  five  distinguished 
Governors,  and  what  I  would  Hke  to  do  is  introduce  them  and  then 
ask  them  to  begin  speaking  in  the  order  that  you  are  hsted.  Let 
me  just  check  with  you  to  make  sure  that  order  works  as  far  as 
your  schedules.  I  have  Governor  Sullivan,  Governor  Edgar  to  be  in- 
troduced by  Congressman  Ewing;  Governor  Sundlun,  Governor  Mil- 
ler, and  Governor  Nelson;  is  that  appropriate? 

At  this  point,  Governor  Sullivan  is  the  Governor  of  Wyoming, 
and  I  have  had  the  chance  to  visit  with  him  before  several  times. 
We  are  very  fortunate  to  have  him  here.  Governor  Edgar,  the  Gov- 
ernor of  Illinois;  the  Honorable  Bruce  Sundlun,  the  Governor  of 
Rhode  Island;  the  Honorable  Bob  Miller,  the  Governor  of  Nevada; 
and  the  Honorable  Benjamin  Nelson,  the  Governor  of  Nebraska. 
Let  me  just  say  I  know  one  of  you  is  one  of  the  veterans  of  running 
with  the  President  this  morning.  Governor  Caperton  from  West 
Virginia  was  also  in  that  group.  He  has  only  been  training  for  this 
event,  I  think,  for  six  or  seven  years.  I  just  want  it  on  record  I  keep 
the  New  Balance  shoes  by  my  bedside  waiting  for  the  call  every 
night.  It  has  not  come  yet.  Congratulations,  Governors. 

At  this  point  Governor  Sullivan. 

TESTIMONY  OF  HON.  MICHAEL  SULLIVAN,  GOVERNOR  OF  WY- 
OMING; HON.  JIM  EDGAR,  GOVERNOR  OF  ILLINOIS;  HON. 
BRUCE  SUNDLUN,  GOVERNOR  OF  RHODE  ISLAND;  HON.  BOB 
MILLER,  GOVERNOR  OF  NEVADA;  AND  HON.  E.  BENJAMIN 
NELSON,  GOVERNOR  OF  NEBRASKA 

Governor  Sullivan.  Thank  you  very  much,  Mr.  Chairman,  Ms. 
Molinari,  members  of  the  subcommittee.  I  am  pleased  to  join  my 
colleagues  here  today  to  discuss  the  critical  importance  of  strategic 
investment  in  America's  vital  infrastructure.  We  know  that  to  some 
extent  we  are  preaching  to  the  choir  this  afternoon  with  regard  to 
this  committee,  but  want  to  take  this  opportunity  to  talk  with  you 
about  a  subject  that  we  deem  important  and  we  know  you  do  as 
well. 

Mr.  Chairman,  we  would  like  to  submit  our  National  Governors 
Association  statement  for  the  record  and  then  each  of  us  will  cover 
specific  program  features.  Let  me  say  by  way  of  background,  this 
is  sufficiently  new,  that  there  is  a  note  at  the  bottom  of  one  of  the 
pages  that  this  proposal  has  not  been  formally  adopted  by  the  Na- 
tional Governors  Association.  It  was  adopted  within  the  last  few 
hours  at  our  plenary  session,  so  please  disregard  that  notation. 

Mr.  Wise.  Excellent.  That  will  be  made  part  of  the  committee 
record. 

Governor  SULLIVAN.  Mr.  Chairman,  I  am  sure  you  are  all  well 
aware  that  substantial  evidence  suggests  that  declining  public  and 
private  investment  over  the  past  20  years  is  at  least  partially  re- 
sponsible for  the  slowdown  in  American  productivity.  The  U.S.  is 
now  last  among  the  24-member  nations  of  the  Organization  for 
Economic  Cooperation  and  Development  in  investment  as  a  per- 
centage of  Gross  National  Product. 

At  the  Governors'  winter  meeting,  which  as  I  said,  we  have  just 
concluded,  the  National  Governors'  Association  agreed  upon  the  ini- 
tial down  payment  on  an  infrastructure  investment  package.  It  is 
consistent  with  the  proposal  attached  to  this  statement,  which  in- 
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eludes  a  call  for  $9  billion  to  $10  billion  in  additional  infrastructure 
investment  this  year. 

The  basic  elements  of  the  proposal  involve  additional  funding  for 
State  programs  with  projects  that  are  ready  to  go  within  the  next 
60  to  90  days,  so  that  jobs  will  be  created  immediately,  a  concern 
of  ours,  as  I  expect,  and  anticipate  a  concern  of  yours  as  well. 

Our  infrastructure  package  is  a  long-term  proposal  to  increase 
public  investment  and  economic  productivity.  While  our  intent  is 
not  strictly  to  stimulate  short-term  growth,  infrastructure  invest- 
ment, we  believe,  can  be  a  highly-effective  short-term  stimulus  as 
well  as  have  long-term  lasting  impacts.  Our  programs  include  clean 
water,  surface  transportation,  and  community  development  block 
grants. 

I  will  start  with  the  clean  water  infrastructure  component  of  our 
proposal.  Inasmuch  as  I  need  to  leave  to  catch  a  plane,  I  will  con- 
clude my  statement  and  then  excuse  myself.  My  legislature  is  in 
session,  and  I  need  to  get  back,  try  to  protect  my  citizens,  Mr. 
Chairman.  Other  governors  will  discuss  frinding  of  the  Intermodal 
Surface  Transportation  Efficiency  Act  and  Community  Develop- 
ment Block  Grant  programs. 

I  am  very  pleased  to  have  this  opportunity  to  discuss  the  critical 
need  for  investment  in  the  Nation's  clean  water  infrastructure  and 
to  advocate  inclusion  of  water  infrastructure  funding  in  any  eco- 
nomic stimulus  package.  No  one  doubts  that  the  cost  of  clean  water 
in  the  1990s  will  be  high.  A  1990  EPA  Needs  Assessment  esti- 
mated that  infrastructure  necessary  to  meet  the  goals  of  the  Clean 
Water  Act  will  cost  $110.6  billion  through  the  year  2010.  A  1990 
General  Accounting  Office  study  projected  costs  over  the  same  pe- 
riod in  excess  of  $140  billion.  We  had  remarks  before  my  committee 
of  NGA,  on  Sunday,  that  suggested  the  costs  v/ere  far  higher. 

Current  frinding  levels  are  clearly  inadequate  in  the  face  of  these 
projected  needs.  Today  the  National  Governors'  Association  adopted 
a  policy  position  recommending  $5  billion  per  year  through  the 
year  2000  in  Federal  capitalization  grants  to  the  State  revolving 
loan  funds.  Note  that  $5  billion  per  year  was  the  sum  originally  au- 
thorized and  appropriated  for  wastewater  treatment  infrastructure 
under  the  Clean  Water  Act  of  1972,  prior  to  the  introduction  of 
costly  new  mandates  imposed  on  States  by  the  1987  Clean  Water 
Act  amendments. 

Considering  the  effects  of  inflation,  the  annual  Federal  commit- 
ment has  been  reduced  by  well  over  half  in  the  last  20  years.  At 
the  same  time,  the  program,  as  with  everything  else,  is  much  more 
expensive  than  it  was  20  years  ago. 

In  Wyoming,  where  I  am  personally  familiar  with  the  costs  and 
the  demands  of  these  programs,  we  met  our  needs  for  construction 
of  wastewater  treatment  facilities  to  meet  secondary  treatment 
standards  and  problems  several  years  ago,  but  we  began  the  unten- 
able task  of  addressing  problems  associated  with  our  nonpoint 
source  program. 

These  demands  and  needs  exceed  many  times  the  available 
amount  of  the  State  revolving  funds  which  the  State  anticipates  re- 
ceiving through  the  year  1994.  I  think  currently  our  projections  are 
$250  million  in  demands,  and  we  are  a  very  small  State,  with  com- 
paratively very  small  needs. 


258 

We  are  also  now  seeing  a  renewed  interest  in  State  revolving 
fund  loans  by  a  number  of  communities  to  meet  additional  toxicity 
standards  or  for  upgrades  of  facilities  built  in  the  1970s.  I  want  to 
emphasize  that  the  nation's  Governors  support,  the  continued  use 
of  State  revolving  loan  funds  as  the  primary  source  of  wastewater 
infrastructure  financing. 

The  National  Governors'  Association  opposes  financing  through 
direct  Federal  construction  grants.  The  State  revolving  fund  pro- 
gram is  an  excellent  example  of  efficient  government  investment. 
Those  funds  allow  States  flexibility  to  target  priority  needs  and 
provide  incentives  to  local  governments  to  reduce  costs  and  develop 
appropriate  user  fee  systems.  Revolving  at  the  State  level,  State  re- 
volving funds  have  a  multiplier  effect  that  can  leverage  two  to  five 
times  the  original  investment  through  bond  issuance  and  loan  re- 
payment, and  matching  programs  on  a  local  basis. 

In  contrast,  direct  Federal  grants  discourage  local  initiative  and 
in  part  could  serve  to  reward  noncompliance.  Wastewater  infra- 
structure financing  is  both  an  excellent  short-term  economic  stimu- 
lus and  a  vital  investment  in  the  long-term  strength  of  our  econ- 
omy. Wastewater  treatment  construction  is  labor  intensive  and  cre- 
ates more  than  60,000  jobs  per  billion  dollars  spent. 

The  States'  revolving  funds  could  quickly  allocate  new  funds  pro- 
vided for  economic  stimulus,  a  concern  we  share  with  you.  The  As- 
sociation of  State  and  Interstate  Water  Pollution  Control  Adminis- 
trators has  documented  more  than  $10  billion  in  wastewater  treat- 
ment projects  ready  to  move  immediately  to  construction. 

A  waiver  of  the  20  percent  State  match  requirement  for  any  sup- 
plemental appropriation  would  ensure  immediate  investment,  our 
policy  statement  calls  for  projects  which  are  already  designed  and 
ready  to  go  and  identified  as  priority  projects — all  of  which  we 
think  is  important  for  the  immediate  stimulus.  More  importantly 
over  the  long  term,  economists  note  a  strong  correlation  between 
investment  in  pubhc  infrastructure  and  private-sector  productivity. 
Wastewater  infrastructure  investment  raises  the  rate  of  return  on 
private  investment  and  acts  as  an  impetus  to  private  investment. 

At  our  Natural  Resources  Committee  meeting,  the  governors 
heard  of  concerns  in  the  business  community  that  the  rising  clean 
water  costs  borne  by  ratepayers,  due  to  insufficient  public  invest- 
ment, are  a  significant  drag  on  economic  development  in  many 
parts  of  the  country,  and  without  some  relief  could  continue  to  be 
a  significant  drag  on  private  investment. 

Finally,  in  addition  to  our  economic  considerations  today,  I  stress 
that  the  environmental  consequences  of  inferior  investment  in 
water  infrastructure  are  and  will  contume  to  be  severe.  Not  only 
will  progress  toward  meeting  the  goals  of  the  Clean  Water  Act  stop 
short,  but  we  could  even  witness  degradation  in  what  we  have 
achieved  thus  far,  and  we  still  have  a  long,  long  way  to  go. 

Serious  water  quality  problems  remain.  Thirty-eight  percent  of 
stream  miles  fall  short  of  Clean  Water  Act  standards.  Coastal  and 
marine  waters  are  severely  degraded  in  many  areas  and  almost 
half  of  our  lakes  are  impaired  or  threatened. 

Maintaining  and  expanding  our  water  infrastructure  to  protect 
our  environment  and  our  economy  should  be  a  priority  over  the 
next  decade,  and  we  are  here  today  because  we  share  with  you  a 
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concern  for  that  priority.  America  surely  cannot  afford  to  lose  its 
water  resources.  A  substantial  Federal  investment  through  the 
State  revolving  loan  funds  is,  in  our  view,  the  best  way  to  make 
sure  that  we  don't  lose  that  investment  and  that  we  don't  slip  back 
in  that  very  important  area. 

Mr.  Chairman,  Members  of  the  subcommittee,  thank  you  for  the 
opportunity  to  testify  before  you  today.  Thank  you  for  your  consid- 
eration of  these  recommendations. 

I  am  happy  to  respond  to  any  questions  at  this  time,  if  it  is  con- 
venient. 

As  I  said,  I  leave  shortly  for  the  airport.  In  view  of  the  same 
problem  which  some  of  my  colleagues  may  have,  I  don't  want  to 
take  up  a  great  deal  of  time,  but  we  appreciate  the  opportunity  to 
be  here  and  share  in  your  interest. 

Mr.  Wise.  Governor,  the  subcommittee  thanks  you  very  much  for 
your  presentation,  particularly  relating  to  the  area  of  water  and 
sewer  construction,  which  I  think  is  one  of  the  natural  areas  for 
any  short-term  package,  and  we  appreciate  the  information  you 
made  available  to  us. 

I  want  you — we  are  going  to  let  you  go  because  we  have  such  in- 
terest on  this  subcommittee,  you  will  never  get  out  of  here. 

I  want  you  to  know  there  are  a  lot  of  us  who  think  a  legislature 
in  session  without  a  chief  executive  sometimes  is  a  good  idea. 

Governor  SULLIVAN.  Mr.  Chairman,  I  understood  when  I  made 
that  comment  that  it  might  not  get  unanimous  approval  in  this 
body,  but  I  hope  you  understand  that  I  am  interested  in  returning. 
We  have  a  short  legislative  session,  and 

Mr.  Wise.  We  will  see  how  short  this  one  is  going  to  be. 

Governor  SULLIVAN.  Thank  you  very  much. 

Mr.  Wise.  I  turn  to  the  gentleman  from  Illinois  for  the  purpose 
of  the  introduction  of  our  next  witness. 

Mr.  EwiNG.  Thank  you,  Mr.  Chairman. 

Welcome  to  all  of  the  governors.  I  have  the  distinct  honor  of  hav- 
ing the  Governor  from  my  State  here  today  and  the  privilege  of  in- 
troducing him.  I  might  say  that  Governor  Edgar  is  the  Republican 
part  of  this  bipartisan  panel,  and  so  we  must  listen  very  closely  to 
him. 

Governor  Edgar  and  I  served  in  the  legislature  together  in  the 
Illinois  House  of  Representatives  for  several  terms,  and  have  been 
longtime  friends  and  colleagues.  Governor  Edgar  is  in  his  first  term 
as  Governor  of  Illinois,  and  in  the  first  two  years  in  office  he  has 
made  high  marks  for  doing  a  great  job  of  bringing  Illinois  govern- 
ment expenditures  in  line  with  our  State's  income. 

I  think  he  immediately  recognized  that  Illinois  had  not  a  taxing 
problem,  but  a  spending  problem.  He  is  a  strong  supporter  of  edu- 
cation and  has  also  wisely  pursued  plans  to  revitalize  the  Illinois 
economy,  and  one  of  the  main  points  in  his  revitalization  plan  is 
a  sound  transportation  infrastructure. 

Governor  Edgar,  welcome. 

Governor  Edgar.  Thank  you.  Representative  Ewing. 

Mr.  Chairman,  members  of  the  subcommittee,  I  am  delighted  to 
be  here  as  the  Governor  of  the  State  of  Illinois,  but  perhaps  more 
importantly  as  the  Chairman  of  the  National  Governors'  Associa- 
tion Committee  on  Economic  Development  and  Commerce. 
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I  am  pleased  to  appear  before  you  today  to  discuss  the  critical 
link  between  a  sound  transportation  infrastructure  and  a  healthy 
economy,  and  especially  to  the  need  for  fiili  funding  of  the  Inter- 
modal  Surface  Transportation  Efficiency  Act,  better  known  as 
ISTEA. 

My  fellow  governors  and  I  are  committed  to  working  with  Con- 
gress and  the  new  President  to  create  an  infrastructure  improve- 
ment program  that  will  also  provide  further  economic  stimulus  to 
our  economy. 

Toward  that  end,  we  have  developed  a  proposal  that  the  NGA 
adopted  today.  It  is  called  PARR,  Preventative  Action  to  Repair 
and  Restore.  The  PARR  program  reflects  the  essential  hnkage  be- 
tween a  sound  transportation  infrastructure  and  a  healthy  econ- 
omy. 

Equally  important,  the  program  can  be  implemented  imme- 
diately to  create  jobs  without  requiring  additional  taxes.  As  Gov- 
ernor Miller  will  address  in  more  detail,  full  funding  of  ISTEA  is 
of  fundamental  importance  to  the  States,  and  it  is  the  premise  on 
which  PARR  is  based.  PARR  would  use  the  approximately  $3  bil- 
lion increase  in  obUgation  authority  for  fiscal  year  1993  that  full 
funding  of  ISTEA  would  produce.  This  equals  the  shortfall  between 
the  level  of  ISTEA  authorization  for  major  highway  programs  sub- 
ject to  obligation  limitations  and  the  limits  set  by  Congress  in  ap- 
propriations. 

This  money  has  been  sitting  in  the  Highway  Trust  Fxind  unused 
when  it  could  be  used  to  create  new  jobs  nationwide;  63,000  new 
jobs  in  the  construction  industry  and  another  63,000  jobs  in  related 
sectors  of  the  economy  through  the  ripple  effect.  It  can  set  eco- 
nomic development  efforts  in  motion  that  can  actually  reduce  the 
Federal  deficit. 

The  economic  boost  to  the  economy  resulting  from  the  creation 
of  these  jobs  would  reduce  the  Nation's  deficit  by  $4  billion,  a  reve- 
nue-positive result.  This  proposal  included  in  the  NGA  resolution 
calls  on  the  U.S.  Department  of  Transportation  to  enhance  eligi- 
bility for  simple  preservation  projects,  to  streamline  project  devel- 
opment processes,  and  to  consider  even  more  relaxed  non-Federal 
match  requirements. 

These  measures  would  expedite  ready-to-go  projects  throughout 
the  Nation.  In  Illinois  alone,  the  Department  of  Transportation  has 
identified  over  $328  million  in  ready-to-go  projects,  and  nationwide 
the  number  is  over  $6.5  billion. 

In  terms  of  enhanced  eligibility,  we  ask  that  FHWA  permit  sim- 
ple, single-layer  resurfacing  projects  on  the  Nation's  highway  sys- 
tem without  bringing  the  other  geometric  figures  up  to  design 
standards  when  high  accident  locations  are  not  involved. 

Second,  we  ask  that  the  Department  of  Transportation  and  Fed- 
eral natural  resource  agencies,  such  as  the  Environmental  Protec- 
tion Agency  (EPA),  develop  interagency  agreements  with  transpor- 
tation departments  on  a  self-certification  process  for  projects  not 
requiring  an  environmental  impact  statement.  This  would  relieve 
all  agencies  of  burdensome  reviews  of  simple  routine  projects  and 
free  up  staff  for  those  projects  with  significant  impacts  on  our  envi- 
ronment. 
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Finally,  some  States  have  needed  to  use  deferred  match  provi- 
sions of  the  ISTEA  even  to  make  use  of  the  existing  level  of  the 
Federal  highway  funding  for  fiscal  year  1993.  A  $3  billion  increase 
in  obligation  authority  as  called  for  by  the  NGA  and  virtually  all 
other  national  organizations  with  interest  in  transportation  may 
necessitate  a  farther  relaxation  of  non-Federal  match  require- 
ments. 

Congress  should  give  consideration  to  making  the  existing  defer- 
ral provisions  less  burdensome  by  allowing  payback  of  funds  over 
time  through  overmatching  on  future  projects.  The  need  for  both  a 
soiuid  infi-astructure  and  a  healthy  economy  is  of  critical  impor- 
tance to  all  of  us  here  today. 

Full  funding  of  ISTEA  is  a  simple  way  to  improve  the  transpor- 
tation infrastructure.  By  implementing  the  PARR  provision  I  out- 
lined, States  would  be  able  to  get  needed  projects  under  construc- 
tion quickly,  getting  dollars  into  the  economy  and  people  back  to 
work  without  raising  taxes. 

Again,  I  want  to  thank  you  very  much  for  this  opportunity  to  tes- 
tify before  the  subcommittee  and  look  forward  to  any  questions  you 
might  have. 

Mr.  Wise.  I  would  ask  that  we  hold  questions  until  all  witnesses 
have  presented.  Thank  you. 

Governor,  we  thank  you  very  much,  and  particularly  for  that  rel- 
evant statement  on  ISTEA,  which  I  think  is  a  major  component  of 
any  legislation  of  this  natiire. 

Mr.  Wise.  We  now  recognize  the  Governor,  and  we  are  proud  to 
have  with  us  from  Rhode  Island,  Governor  Bruce  Sundlun. 

Governor. 

Governor  SuNDLUN.  Thank  you,  Mr.  Chairman,  Ms.  Molinari,  la- 
dies and  gentlemen  of  the  committee. 

A  little  over  two  years  ago  I  took  office  to  find  a  State  that  was 
laid  low  by  a  regional  recession  and  a  local  depression.  As  if  that 
wasn't  bad  enough,  the  situation  was  further  complicated  by  exten- 
sive defense  industry  layoffs  which  forced  our  largest  employer, 
Electric  Boat,  manufacturer  of  the  Trident  submarine,  to  cut  out 
thousands  of  workers,  and  as  a  result  of  that,  Rhode  Island's  unem- 
ployment rate  went  well  over  9  percent. 

Those  hardest  hit  were  in  the  building  trades  industry.  In  fact, 
in  a  2-year  period  from  June  1990  to  June  1992,  it  is  estimated 
that  in  all  of  New  England  we  lost  about  30  percent  of  our  con- 
struction jobs. 

All  of  that  took  place  right  smack  in  the  center  of  a  credit  union 
crisis  which  occurred  when  on  inauguration  day  I  had  to  close  45 
banks  because  a  private  insurer  failed.  So  that  is  why  I  am  grate- 
ful for  the  opportunity  to  appear  before  you  today. 

We  believe  we  desperately  need  your  help,  and  you  have  within 
your  power  to  provide  flexible  funding  of  infrastructure  programs 
which  can  be  of  help  to  the  Northeast.  I  can  personally  testify  to 
the  usefiilness  of  those  programs. 

In  Rhode  Island  we  have  been  priming  the  pump  for  2  years,  and 
we  have  created  hundreds  of  jobs  and  begun  to  rebuild  our  battered 
infrastructure.  We  are  building  an  airport  terminal,  a  convention 
center,  we  are  relocating  Route  95,  and  we  have  put  out  more  road 
and  bridge  resurfacing  and  work  than  the  State  has  seen  in  years. 
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But  by  putting  more  money  into  infrastructure,  as  you  know,  you 
kill  two  birds  with  one  stone.  First  it  is  a  short-term  shot  in  the 
arm  for  the  economy.  You  create  jobs,  you  inject  money  into  the 
economy,  you  put  men  and  women  to  work;  but  second,  I  don't 
thiiJi  there  is  a  State  in  the  United  States  whose  infrastructure  is 
not  deteriorating  or  crumbling. 

A  lot  of  those  projects  were  built  in  the  days  of  the  WPA,  and 
they  are  badly  in  need  of  repair,  so  the  projects  you  build  and  the 
repairs  you  make  provide  better  service  to  the  public.  However,  in 
any  Federal  infrastructure  program  that  you  come  up  with,  I  hope 
you  will  ask  the  Clinton  administration  to  allocate  monies  to 
projects  that  are  already  through  the  design  stage. 

If  they  are  not  through  the  design  stage,  don't  fund  them. 
Projects  that  are  through  the  design  stage  need  only  the  allocation 
of  funds  and  the  solicitation  of  bids,  and  you  can  put  people  to 
work  in  60  to  90  days. 

In  Rhode  Island,  we,  like  Governor  Edgar  in  Illinois,  have  a  list 
of  projects  that  we  could  go  right  to  work  on  under  those  terms; 
it  totals  about  $70  million.  Rhode  Island  is  smaller  than  Illinois. 

But,  for  instance,  our  largest-growing  industry  is  tourism.  We 
have  a  thing  called  Narragansett  Bay.  Narragansett  Bay  is  the 
core  of  our  tourist  industry,  but  the  bay  is  often  the  victim  of  sew- 
age overflow.  Federal  fimds  could  help  us  protect  that  vital  asset 
by  constructing  combined  sewage  overflow  holding  tanks. 

Special  consideration  should  be  given  to  funding  environmental 
infrastructure — don't  exclude  it,  please.  Programs  to  fund  water 
system  upgrades,  meeting  safe  drinking  water  and  Clean  Water 
Act  requirements  are  critical.  Like  many  older  urban  areas,  par- 
ticularly in  the  Northeast,  Rhode  Island's  water  system  is  anti- 
quated. 

We  found  out  just  how  antiquated  it  was  last  summer  when 
three  cities  were  forced  to  resort  to  bottled  water  for  several 
months  after  contaminants  were  found  in  the  water  system.  The 
fault  was  simply  pipes  that  have  been  in  the  ground  for  more  than 
100  years  and  had  deteriorated.  Some  of  those  pipes  were  made  out 
of  wood. 

We,  too,  could  use  Federal  funds  to  improve  the  intermodal 
transportation  system  in  our  State.  One  of  our  economic  develop- 
ment anchors  is  a  place  called  Quonset  Point.  The  park  is  a  model 
of  how  a  fully-intermodal  transportation  system  can  be  an  asset.  It 
has  an  airport,  roadways,  a  shipping  port,  a  rail  system.  It  is 
quickly  growing  into  a  viable  industrial  park.  But  the  freight  rail 
system  to  get  the  products  out  of  there  is  only  at  50  percent,  and 
Federal  dollars  would  help  us  bring  that  rail  system  up  to  100  per- 
cent and  attract  business  from  the  Japanese  who  want  to  offload 
automobiles  there. 

But  perhaps  most  important,  and  I  have  looked  to  the  cities 
where  some  of  you  come  from,  £ui  infrastructure  program  could  also 
help  us  revitalize  our  inner  cities.  That  is  where  the  social  prob- 
lems are,  that  is  where  the  economic  problems  are. 

I  live  in  a  city/state  where  the  urban  centers  are  in  desperate 
need  of  rebuilding,  and  for  too  many  years  the  Federal  Government 
has  ignored  our  inner  cities,  economically,  spiritually,  physically.  If 
we  don't  rebuild  those  inner  cities  and  do  it  rather  quickly,  in  my 
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opinion,  we  run  the  risk  of  seeing  Los  Angeles  riots  being  reac- 
tivated on  the  East  Coast.  That  inner-city  rebuilding  could  begin 
with  an  increased  Federal  funding  of  the  Community  Development 
Block  Program. 

While  Rhode  Island  is  a  small  State,  I  don't  think  our  inner  cities 
are  much  different  from  those  in  larger  cities — New  York,  Chicago, 
Detroit,  Philadelphia,  maybe  even  Charleston,  West  Virginia.  In 
1991  alone,  we  could  have  used  twice  the  amount  of  money  that  we 
had  available  for  the  construction  of  affordable  housing  and  com- 
munity development.  Whether  you  realize  it  or  not,  the  Northeast 
is  seeing  for  the  first  time  in  years  a  substantial  influx  of  new  im- 
migrants, primarily  Hispanics  and  southeast  Asians,  and  we  don't 
have  the  facilities  to  provide  them  with  adequate  housing,  and  ^yith 
increased  fiinding  we  could  finally  target  assistance  to  those  neigh- 
borhoods that  need  it  most. 

We  could  construct  community  social  and  health  centers,  we 
could  build  and  revitalize  affordable  housing,  and  we  could  provide 
companies  with  incentives  to  hire  low-  and  moderate-income  work- 
ers in  those  neighborhoods. 

I  think  the  States  are  doing  all  they  can  to  shape  their  long-term 
economic  futures,  but  in  the  short  term  we  need  help.  We  cEin't 
wait  five  or  ten  years  to  put  our  economies  back  together.  We  need 
your  help  for  now,  if  we  are  ever  going  to  have  a  chance  at  the  fu- 
ture. 

I  thank  you  for  your  consideration. 

Mr.  Wise.  Thank  you.  Governor  Sundlun. 

I  can  see  as  governor  you  have  a  way  of  getting  right  to  the  heart 
of  things  when  you  mentioned  Charleston,  West  Virginia;  now  we 
are  all  relating,  at  least  this  individual  is. 

We  are  pleased  to  have  with  us  also  from  the  West  the  Honor- 
able Bob  Miller,  Governor  of  Nevada. 

Welcome,  governor. 

Governor  MiLLER.  Mr.  Chairman,  distinguished  Members,  may  I 
respectfully  request  that  my  prepared  remarks  be  made  a  part  of 
the  record  and  that  I  would  be  permitted  to  summarize? 

Mr.  Wise.  Without  objection. 

Governor  Miller.  Thank  you. 

I  have  the  privilege  of  serving  as  the  lead  Governor  on  Transpor- 
tation for  the  National  Governors'  Association,  but  I  would  like  to 
join  with  my  fellow  governors  in  supporting  increased  funding  for 
the  Clean  Water  and  Community  Development  Block  Grant  which 
all  of  us  feel  are  important  ingredients  in  revitalization  of  our  na- 
tional economy. 

When  dealing  with  the  transportation  infrastructure,  national  es- 
timates would  indicate  that  we  would  currently  have  to  expend 
$9.5  billion  a  year  more  than  we  are  just  to  maintain  the  1989  con- 
dition of  our  roads  and  highways.  To  significantly  improve  their 
conditions  would  require  more  than  doubling  that  investment  from 
about  $36  billion  to  about  $75  billion.  I  could  put  it  in  perspective. 
Although  I  can't  summarize  what  would  occur  in  West  Virginia,  I 
am  sure  that  it  would  compare  to  what  would  occur  in  Nevada. 

In  Nevada  our  10-year  estimate  is  that  the  projected  income  that 
we  can  anticipate  is  about  $1.5  billion,  but  our  needs  are  $3  billion 
for  what  we  would  characterize  as  essential  projects. 
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To  give  you  an  example,  if  you  take  a  look  at  the  northern  part 
of  our  State,  I  would  start  with  resurfacing  of  Interstate  80,  which 
connects  California  with  Utah  as  the  primary  corridor  between 
northern  California  and  Utah  and  all  States  to  the  East. 

In  the  South  it  is  essential  that  we  build  a  bridge  over  the  Colo- 
rado River,  which  would  take  traffic  off  of  Hoover  Dam,  which  is 
a  primary  corridor  between  Arizona  and  southern  Nevada.  We  also 
must  widen  1-15,  a  very  heavily-trafficked  corridor  between  the 
southern  California  area  and  Las  Vegas,  expand  both  of  our  major 
airports,  upgrade  our  rail  yards,  and  at  least  a  half  dozen  major 
interchanges  in  the  Las  Vegas  area,  which  is  one  of  the  fastest- 
growing  areas  in  the  country. 

What  does  that  add  up  to?  It  goes  from  millions,  to  tens  of  mil- 
lions, to  hundreds  of  millions,  to  billions  in  a  State  with  a  popu- 
lation of  one-and-one-quarter  million.  None  of  what  I  have  listed  is 
frivolous  or  could  be  diaracterized  as  pork — these  are  truly  essen- 
tial projects. 

If  I  went  beyond  them,  the  absolutely  essential,  and  mentioned 
just  the  merely  important,  I  could  cover  such  ideas  as  a  high-speed 
rail  train  between  California  and  Nevada — of  sufficient  interest 
that  we  have  had  a  bistate  commission  with  California  for  many 
years  exploring  that  possibility — and  a  Mag-Lev  people  mover  in 
the  southern  Nevada  area,  which  has  been  discussed  extensively  by 
our  county  and  by  our  State. 

The  increasing  infrastructure  spending,  I  believe,  both  in  the 
long  term  £ind  the  short  term,  will  provide  a  significant  economic 
stimulus  to  our  State  and  to  our  country.  It  has  been  estimated 
that  a  dollar  spent  on  this  in  public  infrastructure  generates  two 
to  five  times  as  much  leverage  on  the  GNP,  as  does  an  additional 
dollar  of  private  investment.  So  a  billion  dollars  spent  on  transpor- 
tation infrastructure  generally  creates  as  many  as  60,000  jobs,  half 
within  the  construction  industry,  and  half  within  the  broader  econ- 
omy. 

There  is,  as  you  well  know,  an  effective  means  of  delivering 
transportation  infrastructure  financing  already  in  place  because 
you  were  instrumental  in  it,  and  that  is  ISTEA  or  the  Intermodal 
Surface  Transportation  Efficiency  Act.  It  passed  without  a  lot  of 
fanfare  in  1991,  but  what  you  might  know,  but  others  don't,  is  that 
it  has  not  been  fully  funded.  The  shortfall  for  this  year  alone  being 
over  $4  billion. 

In  fact,  some  States  are  receiving  less  money  this  year  than  they 
have  in  previous  years.  There  is  no  position  in  the  National  Gov- 
ernors' Association  which  has  as  much  support  as  does  the  propo- 
sition of  full  funding  of  ISTEA.  I  proposed  a  resolution  to  our  eco- 
nomic development  committee;  it  was  passed,  and  Governor  Edgar 
presented  it  to  the  Floor  today,  and  it  was  unanimously  approved. 

Of  course,  the  immediate  question  is  can  the  States  put  to  good 
use  some  short-term  funding  and  can  that  be  put  in  expeditiously. 
The  answers  are  yes  and  yes. 

Mr.  Chairman,  I  would  present  to  you  a  copy  of  a  report  com- 

Eleted  last  Friday,  and  we  will  try  to  get  a  copy  for  each  of  the 
lembers  as  soon  as  possible.  This  is  by  the  American  Association 
of  State  Highway  and  Transportation  Officials.  It  was  expedited  at 
my  request  based  upon  a  request  for  Secretary  of  Transportation 
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Pena  to  evaluate  what  the  abihties  of  the  States  are  to  put  money 
into  the  transportation  infrastructure  in  a  30-  to  90-day  time  frame 
and  within  this  fiscal  year. 

The  answers  are  $6.5  billion  within  30  to  90  days,  and  $8.5  bil- 
lion that  could  be  infused  within  this  year. 

Governor  Edgar  has  already  mentioned  that  one  of  the  things 
that  all  of  the  governors  feel  would  be  important  in  accomplishing 
these  goals  would  be  to  provide  as  much  flexibility  as  possible  so 
that  it  would  go  into  projects  that  are,  in  fact,  ready  to  proceed. 
The  unanimity  of  the  50  governors  is  evidenced  not  only  this  year 
by  the  resolution,  but  last  year  by  a  letter  signed  by  50  governors, 
including  then  Governor  of  Arkansas  now  President  of  the  United 
States,  Bill  Clinton. 

It  is  important  to  stress  that  this  consensus  is  also  backed  by 
commitment.  States  and  local  governments  provide  about  70  per- 
cent of  the  funding  for  highways  in  the  country,  and  that  share  has 
been  rising  steadily  in  recent  years. 

To  give  you  an  example  of  the  commitment  in  my  own  State,  at 
the  last  legislative  session,  our  legislature  raised  the  State's  gaso- 
line tax  by  a  full  five  cents.  Voters  in  the  Las  Vegas  area  and  sur- 
rounding communities,  Clark  County,  voted  overwhelmingly  for 
paying  $100  million  in  each  of  the  10  years  to  fund  transportation 
projects;  no  insignificant  vote  of  the  public. 

So  what  does  that  add  up  to?  It  adds  up  to  the  fact  that  we  have 
the  need.  The  benefits  in  the  near  term  are  substantial;  the  long- 
term  costs  of  not  acting  are  more  substantial  in  reverse.  The  com- 
mitment is  strong,  and  the  delivery  mechanism  is  available. 

So  I  urge  you  to  act  as  you  have  in  the  past  and  do  it  as  expedi- 
tiously as  possible  to  instill  these  monies  into  the  infrastructure 
that  will  help  our  country  thrive  fi-om  both  perspectives — addi- 
tional transportation  and  also  additional  job  creation. 

Thank  you. 

Mr.  Wise.  Thank  you  very  much,  Governor  Miller. 

Our  final  panelist  is  Governor  Benjamin  Nelson. 

Governor,  I  note  that  you  are  no  stranger  to  long-mileage  high- 
ways, either.  In  West  Virginia  they  say  if  we  squash  West  Virginia 
out,  that  we  will  have  as  much  land  area  as  Texas,  Nebraska  and 
Nevada  all  combined. 

But  at  any  rate  we  are  delighted  to  have  you  with  us  and  look 
forward  to  your  testimony. 

Governor  Nelson.  Thank  you,  Mr.  Chairman,  Ms.  Molinari,  and 
Members  of  the  subcommittee. 

Thank  you  for  the  opportunity  to  appear  here  today  to  discuss 
the  infrastructure  needs  of  Nebraska  and  the  United  States. 

I  want  to  highlight  for  you  some  of  the  unique  aspects  of  infra- 
structure issues  in  large  geographic  but  sparsely  populated  States 
like  Nebraska.  Yes,  Mr.  Chairman,  we  would  like  to  have  some  of 
those  mountains. 

In  particular,  I  would  like  to  focus  on  the  long-term  benefits  of 
basic  infrastructure  investments  as  well  as  the  mounting  backlog 
of  fundamental  infrastructure  needs  in  my  State.  Over  one  and  a 
half  million  people  live  in  Nebraska,  and  about  half  of  them  are  lo- 
cated in  Omaha  and  in  Lincoln,  in  the  eastern  one-third  of  the 
State.  There  are  535  communities  in  Nebraska,  spread  across  more 
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than  77,000  square  miles.  Ninety  percent  of  our  people  live  in  com- 
munities with  less  than  2,500  people.  In  this  context,  Nebraskans 
have  a  deep  appreciation  for  the  value  of  infrastructure  to  our 
quality  of  life.  Without  it,  there  is  none. 

Our  highway  system  is  essential  for  getting  our  crops  to  market, 
our  manufactured  goods  into  interstate  transportation,  and  our 
people  from  one  community  to  another  himdreds  of  miles  apart. 
Our  mass  transit  system,  although  limited,  is  an  integral  part  of 
both  our  urban  centers  and  our  rural  communities.  Airports,  both 
large  and  small,  add  a  vital  dimension  to  our  overall  transportation 
system. 

Community  development  projects,  from  streets  to  sewers,  are  a 
key  element  of  our  statewide  economic  development  strategy. 
Wastewater  treatment  facilities,  adequately  funded  for  construction 
and  maintenance,  help  protect  the  quality  of  our  environment. 

Like  other  States,  Nebraska's  infrastructure  needs  are  mounting 
rapidly,  while  anticipated  Federal  funding  continues  to  be  \yith- 
held.  There  are  any  number  of  planned  and  approved  projects 
awaiting  the  resources  for  implementation. 

Permit  me  to  be  specific.  Nebraska  has  $67.2  million  of  im- 
pounded Federal  apportionments  for  highways,  money  that  we 
could  spend  tomorrow  to  accelerate  implementation  of  our  roads 
plan.  There  are  an  additional  $4.2  million  in  Federal  transit 
money,  money  that  we  could  spend  tomorrow  which  is  currently 
being  withheld  under  ISTEA. 

Nebraska  has  a  backlog  of  over  $26  million  in  needed  airport  im- 
provement projects  awaiting  Federal  funding,  money  that  we  could 
spend  tomorrow.  Some  of  these  projects  date  back  as  far  as  1976. 

Wastewater  and  sewer  needs  in  the  90  percent  of  Nebraska  com- 
munities under  2,500  people  amoimt  to  nearly  $19  million,  money 
that  we  could  spend  tomorrow.  This  figure  will  continue  to  grow  as 
stricter  environmental  regulations  are  put  in  place. 

Full  release  of  authorized  funds,  as  well  as  additional  invest- 
ments in  infrastructure,  will  pay  big  dividends  across  the  country. 
In  the  short  term,  these  investments  translate  into  jobs,  a  spark 
that  can  ignite  an  economy  poised  for  recovery.  Programs  are  in 
place  to  make  these  investments  without  new  bureaucracies. 

We  ask  that  you  use  programs  like  ISTEA,  CDBG,  and  the  Clean 
Water  Act  as  the  mechanisms  to  fund  infrastructure  improvements. 
We  also  ask  that  you  rely  heavily  on  formula  funding  through 
these  programs.  The  growing  number  of  demonstration  projects, 
while  addressing  legitimate  needs,  drain  resources  from  States  like 
Nebraska. 

State  and  local  government  leaders,  governors,  mayors,  and 
State  legislators  are  united,  all  of  us,  in  our  support  for  infrastruc- 
ture fiinding  through  existing  programs.  The  needs  are  docu- 
mented, plans  are  on  the  books,  all  that  remains  are  the  dollars. 

I  know  that  Congress  is  interested  in  moving  quickly  to  get  an 
economic  stimulus  package  out  to  those  in  the  country  who  are  in 
desperate  need  of  jobs.  States,  particularly,  are  in  the  best  position 
to  see  that  the  funds  provided  are  infused  into  the  economy  quickly 
and  efficiently.  We  have  the  experience  and  the  mechanisms  to 
move  the  money  into  projects  and  programs  that  mean  jobs  and  a 
better  life  for  our  citizens. 
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In  the  long  term,  improvements  in  our  infrastructure  through 
new  construction  and  maintenance  will  provide  the  foundation  for 
sustained  economic  growth.  Infrastructure  needs  in  a  sparsely-pop- 
ulated State  like  Nebraska  are  unquestionably  different  from  those 
in  larger  States,  but  they  are  no  less  important.  The  strength  of 
our  economy  and  the  quality  of  our  environment  require  good 
roads,  up-to-date  treatment  facilities,  adequate  airports,  and  reli- 
able mass  transit  networks. 

I  am  compelled  to  mention  one  other  important  matter,  and  that 
is  the  issue  of  any  increase  in  the  Federal  gasoline  tax  with  any 
new  energy  tax.  I  believe  that  the  diversion  of  two-and-a-half  cents 
of  the  five-cent  gasoline  tax  increase  in  the  Budget  Reconciliation 
Act  of  1990  was  wrong.  That  action  marked  the  first  time  that  gas 
tax  revenues  were  siphoned  off  for  nontransportation  purposes,  and 
I  believe  that  is  bad  public  policy. 

I  hope  that  any  Federal  deficit  reduction  efforts  will  focus  on  re- 
ductions in  spending,  without  any  potential  tax  increases  consid- 
ered until  and  unless  as  a  last  resort.  But  if  Congress  does  move 
ahead  with  any  new  energy  tax,  however  broad-based,  a  significant 
portion  should  be  dedicated  to  building  and  funding  infrastructure 
needs  and  the  two-and-a-half  cents  should  be  reclaimed,  and  if 
Congress  increases  the  Federal  gasoline  tax,  all  of  that  increase 
should  go  to  transportation. 

Mr.  Chairman,  I  would  like  to  leave  with  you  and  the  Members 
of  the  panel  just  this  simple  thought:  I  don't  believe  we  need  any 
new  short-term  public  works  program  to  stimulate  the  economy.  It 
is  already  in  place.  We  already  have  the  programs,  we  know  that 
they  will  work,  programs  that  have  been  proven  to  be  efficient  and 
effective,  programs  which  are  based  on  formulas  that  are  fair  to 
sparsely-populated  States  and  States  with  low  per-capita  incomes. 

These  programs  were  carefully  designed  to  meet  the  long-term 
infrastructure  needs  of  this  country.  They  will  result  in  sound  and 
lasting  improvements  that  will  provide  the  foundation  for  sus- 
tained economic  growth  and  enhance  our  competitive  position  with 
respect  to  the  rest  of  the  world. 

Along  with  my  fellow  governors,  I  hope  that  Congress  can  move 
forward  quickly  to  enhance  America's  investment  in  its  infrastruc- 
ture. The  actions  that  you  and  your  colleagues  take  in  the  next  few 
weeks  will  lay  the  groundwork  for  prosperity  into  the  future. 

Again,  Mr.  Chairman,  Members  of  the  committee,  I  thank  you  for 
the  opportunity  to  be  here  today. 

Mr.  Wise.  I  thank  you  very  much,  governor,  and  all  the  gov- 
ernors who  appeared  here  today. 

Let  me  open  up  with  the  basic  question:  This  subcommittee  has 
been  looking  at  investing  in  America's  infrastructure  on  a  short- 
and  a  long-term  basis,  and  so  in  some  ways  it  is  a  two-part  strat- 
egy, what  is  it  that  can  be  done  quickly  in  terms  of  investing  in 
America's  infrastructure  and  getting  the  money  out  right  away,  the 
projects  that  are  ready  to  go  that  many  of  you  referenced  in  your 
testimony? 

The  other  part,  of  course,  is  a  little  longer  term,  what  is  it,  over 
the  next  decade,  for  instance,  that  needs  to  be  done  to  boost  our 
productivity,  to  boost  our  growth,  to  improve  those  charts  which 
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show  a  flat  line  for  unemployment  running  around  7  percent,  and 
show  an  economy  that  is  not  really  growing  as  we  all  want  it  to. 
In  both  cases,  short-  and  long-term,  I  think  all  of  us  are  looking 
at  infrastructure  as  being  an  investment  that  has  a  long-term  pay 
off,  whether  you  put  it  under  the  short-term  heading  or  the  long- 
term  heading,  but  if  you  would  care  to  address  the  one  concern 
that  gets  raised  the  most,  and  that  is  if  Congress  passes  legislation 
that  provides  for  projects  ready  to  go,  that  puts  money  out  on  the 
street,  if  you  will,  that  says  projects  that  are  ready  to  have  dirt  fly- 
ing in  90  days  are  the  only  ones  that  will  be  considered,  the  argu- 
ment sometimes  is,  yes,  but  that  really  doesn't  do  much,  that  you 
don't  have — the  money  takes  a  long  time  to  get  out  there,  you  can 
say  90  days,  but  the  States  aren't  going  to  get  it  out  there  that 
fast,  that  the  highway  projects  aren't  going  to  be  under  construc- 
tion that  quickly,  that  you  won't  be— that  it  really  won't  accomphsh 
the  purpose,  one  of  the  purposes  that  you  set  it  out  to  do.  Would 
anyone  care  to  address  that? 
Governor  Edgar. 

Governor  Edgar.  Well,  first  of  all,  I  think  we  do  have  projects 
that  are  ready  to  go.  I  mentioned  being  able  to  resurface  and  re- 
pair, which  we  can  turn  around  in  a  few  weeks  because  we  don't 
have  to  go  through  all  the  preliminary  design  and  preparation. 

We  all  have  projects,  not  only  in  transportation,  but  in  other 
areas,  and  we  understand  we  have  got  to  get  this  money  out,  get 
people  on  payrolls.  That  is  the  real  short-term  advantage,  to  get 
that  stimulus  that  we  all  agree  we  need. 

We  are  seeing  an  improvement  in  the  economy,  but  we  haven't 
seen  that  many  jobs  created.  This  will  help. 

Also,  particularly  when  you  are  dealing  with  infrastructure,  I 
think  it  will  translate  into  more  economic  development.  For  exam- 
ple, I  had  a  major  corporation  decide  to  put  a  plant  in  northern  Illi- 
nois, 2,500  good-paying  jobs,  basically  because  we  accelerated  our 
plans  to  build  infrastructure,  we  knew  we  needed,  but  moving  that 
schedule  up,  made  that  company  feel  comfortable  enough  to  decide 
to  come  to  Illinois  and  create  those  2,500  jobs.  So  I  think  we  can 
all  point  to  examples  where  infrastructure  improvements  have  re- 
sulted in  long-term  economic  development  other  than  just  the  jobs 
that  created  by  the  construction. 

I  might  also  point  out  that  the  short-term  projects  we  are  talking 
about,  do  have  long-term  benefit.  Just  as  your  own  home,  if  you 
don't  maintain  your  home,  eventually  you  are  going  to  have  to  re- 
place it.  That  is  a  lot  more  expensive  than  taking  care  of  it  along 
the  way.  That  is  what  we  are  suggesting  with  some  of  these  road 
projects,  go  in  and  let's  resurface  and  repair  existing  roads  and 
bridges.  It  is  going  to  save  us  money  in  the  long  term,  as  well  as 
provide  jobs  in  the  short  term,  and  provide  us  with  a  mechanism 
to  go  to  business  and  demonstrate  we  are  improving  the  infrastruc- 
ture, to  make  it  easier  for  them  to  expand  and  get  products  to  mar- 
ket. 
Mr.  Wise.  Governor  Sundlun. 

Governor  SuNDLUN.  Two  points,  Mr.  Chairman.  As  I  said  in  my 
prepared  remarks,  if  you  write  into  the  bill  that  projects  have  to 
be  through  the  design  phase,  normal  process  of  bidding  and  con- 
tracting is  60  to  90  days.  It  is  not  very  long. 
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Second,  on  economic  development,  you  spend  money  today  on  the 
inner  cities  and  some  of  the  projects  that  we  need,  you  are  going 
to  have  significant  improvement  for  the  populations  that  are  at 
risk,  and  in  distress  in  the  inner  cities.  You  are  going  to  build 
housing,  you  are  going  to  build  projects  where  they  can  get  training 
and  education  to  work  on  jobs,  and  in  large  measure  to  get  them 
off  the  welfare  rolls. 

It  is  a  significant  social  improvement,  it  is  an  economic  develop- 
ment improvement,  and  it  has  results  that  far  exceed  the  money 
you  spend  on  bricks  and  mortar. 

Mr.  Wise.  Governor  Miller. 

Governor  Miller.  The  report  I  will  provide  to  you  purports  to  do 
exactly  what  you  requested,  Mr.  Chairman,  and  that  is  state-by- 
state,  specific  to  individual  projects  that  outline  what  could  be  done 
within  30  to  90  days,  and  it  was  done  by  the  American  Association 
of  State  Highway  and  Transportation  Officials.  Not  to  disagree 
with  Governor  Sundlun,  but  I  would  hope  that  the  way  it  would 
be  viewed  for  spending  these  monies  would  be  to  give  the  States 
as  much  latitude  categorically  as  possible.  If  you  get  into  restric- 
tions of  design  phase  or  something  of  that  nature,  there  might  be 
projects  that  could  be  in  this  list,  otherwise  they  could  actually  be 
dealt  with  in  a  shorter  time  frame. 

I  know  in  our  own  State,  for  example,  our  State  transportation 
board  addressed  a  pedestrian  overwalk  at  one  of  our  major  inter- 
sections last  week,  in  the  hopes  that  there  would  be  additional 
funding  available  and  might  be  limited  if  it  were  in  that  category, 
but  if  it  were  in  discretionary  funding,  obviously,  something  we 
could  address. 

Mr.  Wise.  Governor  Nelson. 

Governor  Nelson.  Yes,  my  director  of  roads  is  here. 

When  I  looked  back  to  see  if  we  had  30-  to  90-day  projects,  his 
head  is  enthusiastically.  We  identified  specific  detail,  included  in 
this  material,  on  ready- to-go  projects. 

What  I  want  to  leave  you  with  is  the  idea  that  we  don't  need  to 
go  out  and  create  new  programs.  The  programs  are  already  in 
place,  ISTEA,  the  other  programs  we  have  mentioned,  to  be  able 
to  deliver  this,  and  we  have  focused  on  immediate  now  short-term 
stimulus,  but  emphasizing  long-term  benefits  as  well. 

Mr.  Wise.  Thank  you. 

I  now  turn  to  the  Ranking  Member  of  the  subcommittee,  Ms. 
Molinari  of  New  York. 

Before  I  do,  though,  if  I  could  ask  the  gentleman  from  Pennsylva- 
nia, the  Vice  Chair  of  the  committee,  Mr.  Blackwell,  if  he  would 
take  the  Chair  for  about  10  minutes.  I  will  greatly  appreciate  his 
assistance. 

Governor  SuNDLUN.  Mr.  Chairman,  could  I  be  excused? 

Mr.  Wise.  Governor,  I  have  never  iDeen  able  to  tell  a  governor  he 
could  not  be  excused.  Certainly. 

We  thank  you  very  much  for  being  with  us  today. 

Ms.  Molinari.  Thank  you,  governor.  Before  I  begin  my  ques- 
tions, I  would  initially  yield  my  time  to  the  Ranking  Member  of  the 
full  committee.  Bud  Shuster. 

Mr.  Shuster.  Thank  you  very  much. 
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We  certainly  appreciate  your  testimony  today.  I  can  tell  you,  I 
am  quite  heartened  to  hear  that  you  consider  full  funding  of  ISTEA 
the  number  one  priority,  and  perhaps  I  am  reading  between  the 
lines,  but  I  trust  you  also  feel  strongly  that  the  two-and-a-half 
cents  that  we  diverted  from  the  trust  fund  for  supposedly  deficit  re- 
duction should  be  reapplied  to  transportation.  Is  that 

Governor  MiLLER.  That  would  not  be  unanimous.  It  is  a  pre- 
viously-stated long-standing  policy,  but  I  would  have  to  suggest 
that  after  some  discussions  we  had  this  morning,  it  might  not  be 
unanimous.  It  is  definitely  a  majority  consensus. 

Mr.  Shuster.  Thank  you  very  much. 

Ms.  MOLINARI,  Thank  you. 

I  have  just  a  few  quick  questions.  One  of  the  major  concerns  that 
we  have  and  one  that  we  will  need  your  help  with,  is  how  do  we 
ensure  that  we  are  not  supplanting  state  funding  for  projects  that 
are  on  the  shelf.  Understanding  the  economics  constraints  of  your 
states,  this  is  an  essential  point  that  Members  of  Congress  must 
address  before  supporting  any  economic  stimulus  plan.  How  do  we 
ensure  that  we  are  actually  doubling  our  resources  for  infrastruc- 
ture investment? 

How  do  you  each  suggest  we  go  about  guaranteeing  our  constitu- 
ents that  we  are  not  just  taking  your  money  off  line  to  redistribute 
it  to  the  State,  as  wonderful  an  idea  as  that  is,  but  in  fact  that  we 
are  just  doubling  our  efforts  towards  an  economic  stimulus  and  im- 
mediate jobs. 

Governor  Edgar.  Well,  in  the  area  of  transportation  in  our  State, 
we  have  already  designated  the  programs  we  are  going  to  do  this 
year  and  next  year.  We  have  a  timetable,  and  it  would  be  very  ob- 
vious if  all  of  a  sudden  we  took  the  money  and  shifted  it.  I  think 
what  you  would  see  from  the  States — I  know  you  would  see  in  Illi- 
nois— is  an  accelerated  timetable.  Instead  of  projects  we  are  looking 
at  two  or  three  years  down  the  road,  we  would  move  those  ahead 
immediately. 

Governor  Miller.  I  would  give  you  the  same  response  from  Ne- 
vada, and  that  is  we  took  in  front  of  our  last  transportation  board 
meeting  an  additional  project  in  the  hopes  that  there  would  be  ad- 
ditional funding.  Our  legislature  passed  the  gas  tax  last  time. 
Clark  County  passed  a  10-year  plan  of  additional  funding  which 
has  already  been  outlined.  What  we  would  be  doing  in  effect,  Con- 
gresswoman,  is  extending  down  the  list  of  things  that  we  otherwise 
would  take  many  more  years  to  get  to,  and  accelerating  them, 
which  is  I  assume  what  you  would  desire. 

Ms.  MOLINARL  Yes.  So  those  projects  that  are  in  the  AASHTO 
survey  have  already  been  identified  and  would  be  lower  on  your 
State's  list  of  priority  projects? 

Governor  Miller.  I  can't  speak  for  every  State.  I  can  ask  staff 
if  that  was  one  of  the  questions  asked,  but  I  doubt  it.  I  think  that 
in  most  States  that  would  be  the  character.  It  was,  if  you  had  the 
money  now,  how  would  you  spend  it,  although  these  projects  are 
definitely  ready  to  go  within  30  to  90  days.  That  was  the  first  cri- 
teria. I  don't  know  that  we  have  limited  it  by  suggesting  where 
they  were  on  the  priority  list. 
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Ms.  MOLINARI.  I  appreciate  that.  Obviously  that  is  something  in 
a  State-by-State  analysis  we  are  going  to  have  to  come  back  to  with 
the  rest  of  the  governors. 

There  was  a  proposal  that  was  brought  forth  in  our  first  hearing 
to  expand  the  dennition  of  infrastructure.  Infrastructure  encom- 
passes more  than  just  roads  and  transportation  facilities.  When  we 
speak  of  infrastructure  we  include  waste  water  treatment  facilities, 
Combined  Sewer  Overflows,  and  communications  hardware.  The 
proposal  called  for  the  expansion  of  the  definition  to  include  public 
hospitals,  schools,  and  other  public  buildings.  Did  the  governors 
take  this  matter  up  at  your  winter  meeting,  or  do  any  of  you  have 
any  thoughts  on  the  idea? 

Governor  Edgar.  We  did  not  take  that  up.  I  think  our  point  is 
that  we  have  programs  in  place  right  now  that  will  allow  invest- 
ment to  be  increased  quickly  that  will  help  also  in  the  long  term. 
If  you  are  looking  long  term,  I  think  it  might  be  worthwhile  to  look 
at  that  and  also  take  into  consideration  those  projects  that  particu- 
larly would  have  spin-off  economic  benefits,  and  eliminating  some 
of  the  hoops  we  have  to  go  through  before  we  can  start  those 
projects.  But  I  think  we  were  looking  particularly  short-term  based 
upon  what  we  had  heard  from  Congress  emd  the  White  House.  We 
want  to  do  something,  but  we  want  to  do  it  in  a  few  weeks,  not 
in  a  few  months.  And  these  projects  we  concentrated  on  at  the 
NGA  meeting  were  those  that  we  could  turn  around  in  a  few 
weeks. 

Ms.  MoLiNARl.  Could  I  ask  you,  was  this  proposal  adopted  unani- 
mously, the  proposal  that  was  adopted  this  morning? 

Governor  Edgar.  Yes.  Are  you  talking  about 

Ms.  MOLINARI.  The  infrastructure  investment  for  the  1990s? 

Cjovemor  Edgar.  It  was  adopted — actually,  two  parts  were 
adopted  yesterday  and  were  unanimous,  and  I  believe  this  morning 
the  part  that  Grovemor  Sullivan  talked  about  was  unanimous  as 
well. 

Ms.  MOLINARI.  My  last  question  is,  I  believe  you  all  met  with  the 
President  and  our  new  Transportation  Secretary.  We  are  still 
awaiting,  as  I  suppose  the  rest  of  the  Nation  is,  some  indication  as 
to  what  direction  their  short-term  economic  stimulus  package  may 
be  going. 

Without  putting  you  on  the  spot,  can  you  share  with  us  any  in- 
formation that  you  may  have  cultivated  as  a  result  of  these  discus- 
sions? 

Governor  Edgar.  You  jogged  with  him  this  morning. 

Governor  Miller.  No,  not  this  morning. 

Ms.  Mounari.  Yes,  who  is  the  jogger  in  the  group? 

Grovemor  Miller.  I  have  had  a  couple  of  telephonic  meetings 
with  the  Secretary,  and  he  addressed  our  group  this  morning,  as 
did  the  President,  and  I  will  meet  with  the  Secretary  tomorrow. 
This  report  was  accelerated  at  his  request  to  answer  the  specific 
question  that  you  are  asking  today.  But  independent  of  that,  most 
of  the  dialogue  we  have  had  with  the  administration  is  relative  to 
outlining  v/hat  we  think  would  be  the  best  proposals.  That  was  cer- 
tainly the  course  of  the  conversation  with  the  President  yesterday, 
outlining  the  same  thing  we  have  said  to  you  today.  He  certainly 
listened  intently. 


272 

The  Secretary  said  today  that  it  was  his  opinion  that  full  funding 
of  ISTEA  was  a  priority,  but  that  he  wasn't  speaking  for  the  Presi- 
dent as  of  yet  in  that  regard.  And,  essentially,  that  is  it.  I  can  spec- 
ulate, but  I  don't  know  that  would  be  productive.  You  will  have  the 
opportunity  to  receive  that. 

Certainly  there  was  nothing  that  we  brought  up  in  the  way  of 
these  proposals  that  was  rejected  in  any  time  frame. 

Governor  EDGAR.  We  had  the  chief  economist  from  0MB  at  the 
committee  meeting  Sunday,  and  without  saying  it  definitely,  he  im- 
plied very  strongly  that  they  are  looking  at  a  stimulus  package,  but 
they  are  looking  particularly  at  those  areas  that  we  can  quickly  get 
moving  and  see  results  as  far  as  people  being  employed. 

So  I  think  from  what  the  President  said  yesterday  and  from  what 
they  have  told  us  in  committee,  we  believe  what  we  have  presented 
today  is  right  on  target  with  what  they  are  considering. 

Governor  Nelson.  There  would  be  nothing  inconsistent  in  any- 
thing that  we  are  asking  for  here,  in  an3rthing  that  we  have  heard, 

Ms.  MOLINARI.  We  appreciate  that.  Thank  you  all  for  participat- 
ing. As  I  stated  in  my  introduction,  we  believe  that  it  is  extremely 
important  that  we  involve  the  governors  in  this  planning  process. 
As  I  think  Governor  Edgar  indicated,  perhaps  we  can  use  this  as 
an  opportunity  to  streamline  all  our  development  procedures,  not 
only  relative  to  an  economic  stimulus  package,  but  to  increase  pro- 
ductivity in  our  Nation  throughout  the  next  decade.  By  working  to- 
gether we  can  make  sure  we  don't  relive  some  of  the  sins  of  the 
past  relative  to  construction,  both  on  a  municipal  and  State  level. 

So  I  look  forward  to  working  with  you  all  on  those  opportunities. 
Thank  you. 

Mr.  Blackwell  [presiding].  The  Chair  thanks  the  gentlelady. 

Chairman  Mineta. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman.  Let  me  thank 
the  Governors  for  their  attendance  here  today  and  for  their  fine 
statements.  I  apologize  for  not  being  here.  But  just  quickly  looking 
at  your  statement,  if  you  are  relying  on  existing  programs  to  be 
part  of  the  short-range  as  well  as  long-range  infrastructure  invest- 
ment, I  am  wondering  to  what  extent  ISTEA  doesn't  provide  the 
foundation  for  that  long-term  infrastructure  investment,  and  what 
we  are  hearing  is  that  the  States  have  not  really  been  getting  the 
projects  going  under  ISTEA  for  a  variety  of  reasons. 

One  of  them  may  be  the  inability  to  come  up  with  the  20  percent 
local  match  on  some  of  these  programs.  So  given  that,  why  would 
you  want  to  just — recognizing  we  were  shortchanged  on  full  fund- 
ing of  ISTEA  by  $4.2  billion,  why  would,  let's  say,  the  full  fimding 
of  $4.2  billion  for  ISTEA  give  you  any  better  shot  at  job  creation, 
economic  stimulus,  if  the  20  percent  is  keeping  a  lot  of  States  fi-om 
already  utilizing  the  provisions  of  ISTEA? 

Governor  Edgar.  Mr.  Chairman,  there  are  some  States  that  is 
affecting.  In  the  State  of  Illinois  we  haven't  had  a  problem  with 
that  yet.  We  could  move  ahead. 

One  of  the  things  I  suggested  in  my  testimony  was  to  allow  those 
States  that  might  be  having  problems  to  off'set  what  they  will  be 
receiving  two,  three  years  down  the  road  so  that  they  would  not 
have  to  do  the  fiiU  20  percent  match  now.  So  we  have  asked  to  take 
a  look  at  extending  what  you  did  in  the  act  last  year. 
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But  also,  one  of  the  other  things  we  asked  for  is  a  little  more 
flexibility  on  the  projects,  like  being  able  to  look  at  repairs  and  re- 
sxirfacing  on  the  interstates  that  we  can't  now  do.  We  can  do  it  on 
other  roads,  but  we  have  to  take  it  step  by  step  or  program  by  pro- 
gram to  DOT  to  try  to  facilitate  that  procedure  so  we  can  move 
much  quicker.  But  again,  many  States  could  do  more  if  we  have 
the  match.  Some  States  don't. 

The  Chair.  There  is  also  a  20-percent  waiver  provision  in  ISTEA 
that  says  that  States  can  waive  the  20  percent  and  repay  it  under 
the  original  bill,  repay  it  by  1994;  or  to  the  extent  they  don't  repay 
it,  their  1995  and  1996  apportionments  would  be  reduced.  Frankly, 
I  tried  to  extend  the  1994  to  1995,  and  the  1995-1996  to  1996  and 
1997  fiscal  year  basis  last  year.  Unfortunately,  it  was  voted  down. 
But  why  are  the  States  not  then  utilizing  the  waiver  of  the  20  per- 
cent factor  right  now?  I  mean,  in  your  case,  you  say  you  have  50 
percent. 

Governor  MiLLER.  Staff  indicates  to  me,  Mr.  Chairman,  that 
every  dollar  that  was  allocated  was  expended  last  year.  While  there 
might  be  some  problems  with  the  matching  funds  in  individual 
States'  the  money  was  expended.  And  if  that  is  the  case,  if  we  are 
trying  to  get  actual  dollars  spent,  the  acceleration  of  the  additional 
dollars  would  seem  to  be  available  for  infusion  into  the  economy. 

Now,  I  don't  know  if  we  are  talking  apples  and  oranges  here,  but 
that  is  what  was  indicated  to  me. 

I  will  be  glad  to  provide  whatever  specific  information  that  you 
would  desire  in  that  reg£ird. 

The  Chair.  One  of  the  criticisms  that  we  are  getting  right  now 
in  trying  to  push  forward  with  the  economic  stimulus  program  is 
that  States  and  localities  are  not  utiHzing  ISTEA.  I  don't  believe 
it.  But  this  is  what  I  am  getting  hit  with  as  one  of  the  principal 
authors  of  ISTEA,  and  now  as  chairman  of  the  Public  Works  and 
Transportation  Committee,  trying  to  push  for  an  economic  stimulus 
program  right  now. 

Governor  MiLLER.  You  addressed  the  short  funding,  which  is  not 
your  concern,  but  I  am  told  there  might  be  some 
miscommunications  here  as  to  whether  or  not  it  is  being  expended 
or  not;  and  certainly  we  will  have  our  staff  provide  whatever  infor- 
mation to  the  committee  in  that  regard  that  you  desire.  Fluids  in 
congestion  mitigation  have  not  been  spent  quickly  as  that  is  a  new 
program.  Since  local  oriented  funds  from  prior  years  are  spent  first. 
States  have  not  fully  used  the  current  year  apportionments — pri- 
marily because  of  the  limitations  on  obligations  in  annual  obliga- 
tion ceilings.  Also  some  demonstration  projects  are  slow  to  move. 

The  Chair.  Mr.  Panetta,  the  Director  of  0MB,  says  he  doesn't 
think  that — even  if  we  poured  more  money  into  ISTEA,  there  isn't 
the  capacity  in  the  private  sector  to  be  able  to  absorb  the  work.  I 
happen  to  think  there  is.  I  have  a  list  fi-om  AASHTO  as  well  as 
from  NGA,  saying  here  is  $16.7  billion  of  work  that  is  ready  to  go 
in  the  next  90  days. 

Now,  they  say  we  need  more  specificity.  I  don't  know  how  much 
more  specificity  you  need  in  this  report  from  NGA  or  from 
AASHTO.  I  am  going  to  give  it  to  them  tonight.  The  U.S.  Con- 
ference of  Mayors  and  the  National  League  of  Cities  have  also  said, 
as  well  as  NACO  saying,  hey,  this  is  what  we  think  can  be  ex- 
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pended  if  there  is  more  money,  either  into  ISTEA  or  into  a  supple- 
mental package  that  increases  the  amounts.  What  I  would  like  to 
do,  frankly,  is  waive  the  20  percent  in  terms  of  a  short-term  stimu- 
lus package. 

Governor  Miller.  The  list  that  we  prepared  to  present  to  the 
committee  today  was  only  completed  last  Friday  by  AASHTO,  and 
it  might  be  the  same  that  you  have,  Congressman.  But  I  can  tell 
you  that  the  Secretary  of  Transportation  had  not  seen  it  Sunday 
night;  and  I  asked  him  today,  and  he  had  just  seen  it  for  the  first 
time  yesterday,  and  I  am  sure  it  is  distinctly  possible  that  0MB 
has  not  seen  it  as  yet.  It  is  very  specific. 

Governor  Edgar,  The  other  point  I  wanted  to  raise,  if  there  is 
a  slowdown,  to  some  extent  it  is  just  the  hoops  we  have  got  to  go 
through  to  get  a  project  to  become  reality.  And  again,  one  of  the 
things  we  suggest  here  is  for  you  to  take  a  look  at  those  require- 
ments; and  perhaps  we  can  remove  some  of  the  ones  that  aren't 
that  necessary  so  we  can  get  these  projects  to  reality  much  quicker. 
For  example,  you  go  into  one  Federal  agency  that  deals  with  one 
part  of  your  problem,  and  then  they  send  it  over  to  the  division  and 
deal  with  discharge.  If  you  could  do  all  that  together,  have  that 
agency,  the  different  divisions,  work  at  the  same  time,  we  could 
move  a  lot  of  these  projects  quicker. 

And  the  money  you  appropriate,  I  think  you  could  see  results 
much  quicker  if  we  didn't  have  as  many,  as  I  said,  hoops  to  jump 
through. 

The  Chair.  Well,  let  me  thank  all  of  you  for  your  testimony  here 
and  for  the  leadership  that  you  have  been  providing,  not  only 
through  NGA,  but  through  your  individual  States,  and  it  is  always 
good  to  be  with  my  friend  and  colleague  and  neighbor.  Bob  Miller. 
We  are  proud  of  him  as  a  University  of  Santa  Clara  graduate— — 

Governor  Miller.  Shortest  commencement  speech. 

The  Chair.  That  is  right.  I  will  tell  you  the  shortest  commence- 
ment speech  that  was  ever  given  at  a  university  was  when  Gov- 
ernor Miller  got  up  and  admonished  the  students  to  succeed  and 
succeed  and  succeed,  and  with  that  he  sat  down.  There  was  a 
standing  ovation. 

But  we  are  proud  because  we  not  only  have  Governor  Miller  as 
a  graduate,  but  Leon  Panetta,  and  Dee  Dee  Myers,  the  President's 
press  secretary,  all  from  Santa  Clara  University.  And  this  morning 
there  was  a  breakfast,  a  meeting  of  the  Association  of  Catholic  Col- 
leges and  Universities,  mostly  Jesuit  schools — in  fact,  all  Jesuit 
schools.  In  fact,  Georgetown  took  pride  in  the  fact  that  President 
Clinton  is  a  graduate  of  Georgetown.  But  we  are  able  to  claim 
three  of  his  critical  people  being  from  Santa  Clara. 

Bob,  we  are  proud  of  you.  Thank  you  very,  very  much. 

Mr.  Wise  [presiding].  I  thank  the  full  committee  Chairman,  Mr. 
Mineta.  And  I  also  thank  the  vice  chair  of  the  Economic  and  Devel- 
opment Subcommittee,  Mr.  Blackwell,  for  chairing  while  I  had  to 
be  out  of  the  room.  I  turn  to  Mr.  Collins  of  Georgia  for  any  ques- 
tions he  might  have. 

Mr.  Collins.  Thank  you,  Mr.  Chairman.  It  is  not  hard  to  become 
ranking  when  you  are  the  only  one  left.  You  move  up  quickly. 

Mr.  Wise.  Upward  mobility. 
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Mr.  Collins.  I  just  want  to  extend  my  appreciation  to  the  Gov- 
ernors for  being  here  today  and  bringing  forth  your  testimony.  In 
reading  the  remarks  of  the  association,  though  I  noticed  they  ref- 
erenced several  times  "mandates,"  you  kind  of  skated  around  man- 
dates and  loopholes  a  few  minutes  ago. 

I  would  like  to  if — sometime  in  the  future;  I  know  you  don't  have 
these  figures  here  today — but  to  have  some  type  of  report  on  ex- 
actly what  Federal  mandates  have  cost  you  as  a  State,  and  also 
what  you  have  had  to  pass  on  down  to  your  local  governments,  and 
how  we  might  address  some  of  those  issues  so  that  you  could 
stretch  your  dollars  further. 

With  that,  I  close.  Thank  you. 

Governor  Miller.  I  can  answer  that  now.  Congressman.  In  Ne- 
vada, it  is  $111  million  out  of  a  billion. 

Governor  Edgar.  Mr.  Chairman,  excuse  me,  I  wonder  if  I  could 
be  excused?  I  am  going  to  have  to  go,  too.  Thank  you  very  much. 

Governor  Nelson.  Mr.  Chairman,  I  have  the  same  problem.  I 
think  it  is  the  same  flight. 

Governor  Miller.  I  don't  know  if  I  want  to  stay  and  be  the  only 
one,  but  I  will  gladly  stay  if  there  are  other  questions. 

Governor  NELSON.  I  would  respectfully  ask  that  you  perhaps 
keep  the  record  open  so  we  can  respond  to  Chairman  Mineta's  con- 
cerns, because  the  information  that  staff  is  providing  me  in  one  ear 
over  here  is  inconsistent  with  what  you  have  been  informed,  and 
we  would  like  to  be  able  to  get  you  the  facts  so  that  you  have  all 
the  information  available  before  you  deliberate. 

Mr.  Wise.  One-year  information  is  inadmissible  before  the  sub- 
committee, so  we  would  be  delighted  to  keep  the  record  open. 

The  Chair.  Mr.  Chairman,  if  I  might  just  say,  there  has  been  a 
lot  of  comment  about  the  ability  to  absorb  any  additional  amounts 
and  whether  or  not  the  States  have  already  taken  advantage — local 
governments  have  taken  advantage  of  the  provisions  in  law  al- 
ready; and  I  keep  getting  the  admonition,  we  want  more  specificity. 
Whether  it  comes  from  Bob  Rubin  or  Leon  Panetta,  they  say  "more 
specificity."  So  I  am  going  to  try  and  give  them  as  much  of  that 
as  possible,  whether  it  is  the  AASHTO  report,  NGA's  statements, 
the  U.S.  Conference  of  Mayors,  the  National  League  of  Cities,  or 
any  others. 

So  again,  thank  you  very,  very  much. 

Governor  NELSON.  We  will  be  happy  to  submit  additional  infor- 
mation for  you.  Thank  you. 

Mr.  Wise.  Thank  you.  Had  the  gentleman  finished  his  question- 
ing, the  gentleman  from  Georgia?  Were  you  finished? 

The  gentleman  from  Pennsylvania,  the  vice  chair  of  the  sub- 
committee, Mr.  Blackwell. 

Mr.  Blackwell.  Thank  you,  Mr.  Chairman.  Governor. 

Governor  Miller.  I  will  defer  to  one  of  my  colleagues. 

Mr.  Blackwell.  President  Clinton  has  been  in  office,  I  think,  all 
of  maybe  two  weeks,  and  there  has  been  a  lot  of  criticism  of  the 
way  he  started;  and  I  think  it  is  the  old  game,  you  know,  trying 
to  box  him  in  before  he  gets  started.  I  just  believe  that  the  gov- 
ernors, like  yourself,  who  come  in  asking  for  help— I  think  you 
should  stand  up  and  support  him  and  tell  whoever  is  doing  it  to 
cut  it  out.  No  one  is  going  for  it,  because  we  know  that  Rome 


276 

wasn't  built  in  a  day;  we  are  not  going  to  clear  up  all  this  night- 
mare in  two  weeks. 

But  I  think  it  is  important  for  those  who  want  help  from  this 
Federal  government — I  think  it  is  very  important  that  you  not  only 
come  in  here  and  speak  up  for  this  President  and  tell  them  to  stop 
the  nonsense,  but  also  to  give  us  ideas  in  terms  of  how  we  should 
pay  the  bill. 

You  know,  everyone  comes  in  and  tells  us  that  they  want  money. 
And  I  think  that  is  right;  I  believe  the  Federal  government  should 
do  more.  But  this  is  a  team  effort,  and  I  believe  that  the  President 
will  have  to  make  some  very  serious  decisions  in  terms  of  how  he 
sets  the  tone  for  the  country,  in  terms  of  how  we  spend  money,  in 
terms  of  how  we  lower  the  deficit,  and  in  terms  of  where  the  money 
is  spent. 

I  am  wondering  if  the  governors  have  any  idea  as  to  what  we 
should  be  looking  at  in  terms  of  new  revenue  sources.  Do  you  have 
any  idea? 

Governor  MiLLER.  Congressman,  let  me  answer  both  parts  of 
your  question,  if  I  might.  The  first  is  that  the  President  has  re- 
ceived bipartisan  support  from  amongst  the  governors  of  the  pro- 
posals that  he  has  put  forth.  Both  the  present  chairman  of  the  as- 
sociation, and  the  vice  chairman,  Carol  Campbell,  a  Republican 
from  South  Carolina,  have  stated  support  for  the  President's  pro- 
posals to  deal  with  the  economy;  and  I  can  tell  you  that,  in  sitting 
with  my  colleagues,  that  there  is  near  unanimous  support  for  some 
dramatic  changes  to  be  made  to  revitalize  the  economy. 

As  it  relates  to  the  governors'  coming  in  and  asking  and  not 
standing  up,  your  question  is  very  timely.  Two  hours  ago  we  passed 
a  resolution  relative  to  the  Federal  budget  deficit,  and  there  was 
much  discussion.  It  was  near-unanimous  in  passage.  The  discus- 
sion was  whether  we  were  interfering  with  Federal  policy,  and  the 
conclusion  was  that  it  was  not  our  intent  to  interfere  with  Federal 
policy,  but  that  we  ought  to  stand  up  to  these  tough  issues  that 
face  the  President,  and  the  Congress  as  well,  and  that  we  show  our 
support  in  making  those  difficult  decisions  in  the  same  fashion  that 
we  request  your  assistance  in  meeting  the  problems  that  are  in  the 
individual  States.  I  will  be  glad  to  provide  you  with  a  copy  of  the 
resolution. 

As  I  said,  it  is  only  two  hours  old,  and  you  know,  it  isn't  that 
we  suggested  a  lot  of  specificity  in  it,  but  we  also  discussed  with 
the  President  a  willingness,  bipartisanly,  to  sit  down  with  him  and 
Members  of  Congress  and  embark  upon  a  plan  to  help  reduce  the 
deficit  at  the  Federal  level. 

So  we  will  have  active  involvement  therein,  at  least  at  the  presi- 
dential level. 

Mr.  Blackwell.  Thank  you. 

Another  question:  It  has  been  my  experience  over  the  years  that 
whenever  you  try  to  stimulate  the  economy,  it  is  predicated  on  the 
cooperation  of  the  Federal  Reserve  System.  I  firmly  believe  that  the 
Federal  Reserve  System  has  been  very  detrimental  to  our  economy 
at  times.  When  the  President  was  tr5dng  to  do  something,  they  de- 
cided to  go  the  other  way:  raise  the  interest  rates.  And  it  last  had 
the  effect  of  rendering  whatever  we  do  ineffective. 


277 

What  can  the  governors  do  to  force  the  banking  industry — more 
specifically,  the  Federal  Reserve  System — to  cooperate,  to  make 
siu"e  that  if  we  take  steps  to  stimulate  this  economy  that  they  are 
not  going  to  do  something  to  upset  it  overnight?  And  it  can  happen 
and  it  has  happened.  What  would  you  suggest  that  we  do? 

Governor  Miller.  Well,  I  must  profess  that  as  Congressman  Mi- 
neta  pointed  out  about  my  education,  what  he  didn't  tell  you  was 
after  three  years  as  an  economic  major  I  ended  up  with  a  degree 
in  poli-sci.  So  I  don't  profess  to  be  an  economic  expert  at  the  Fed- 
eral level.  I  can  only  tell  you  that  most  governors  feel  that  we  are 
somewhat  hamstrung  when  it  comes  to  dealing  with  banking  policy 
because  of  the  Federal  regulations;  and  certainly  it  is  something 
that  we  have  been  concerned  about,  because  money  is  less  available 
now  than  it  was  in  the  past. 

But  yet  if  you  talk  to  the  chairman  or  officers  of  almost  any 
bank,  they  will  tell  you  that  they  are  lending  money  hand  over  fist. 
That  is  inconsistent  with  what  businesses  and  individuals  tell  me. 

I  can't  make  a  specific  suggestion,  but  I 

Mr.  Blackwell.  I  am  talking  about  the  policies  of  the  Federal 
Reserve  System.  We  do  something  to  stimulate  the  economy,  and 
right  away  the  prime  interest  rate  is  out  of  whack.  You  know  it  is 
happening.  It  has  happened  in  the  past.  Somehow,  somewhere,  if 
we  are  going  to  be  successful — it  is  not  enough  to  come  in  and  say 
that  we  want  money  from  the  Federal  government;  this  is  a  team 
effort,  and  everybody  has  to  play  a  part,  and  we  are  going  to  put 
in  a  lot  of  hours  trying  to  find  out  what  we  can  do  to  rebuild  the 
infrastructure  of  j^erica.  And  to  allow  12  appointed  people  to 
upset  that  and  not  cooperate,  then  we  are  wasting  our  time. 

But  I  think  the  American  people  deserve  more  than  that,  and  the 
governors  of  these  States  ought  to  be  able  to  somehow  use  their  in- 
fluence, and  I  am  not  just — I  don't  mean  to  beat  up  on  you,  but  I 
believe  that  governors  should  be  able  to  use  their  influence  to  make 
sure  that  President  Clinton  is  successful  in  what  he  is  trjdng  to  do, 
at  least  to  the  extent  that  we  get  full  cooperation  from  the  Federal 
Reserve  System  where  it  is  possible. 

Many  people  have  come  in  and  testified  that  if  the  Federal  Re- 
serve System  cooperates,  we  can  be  successful;  if  not,  then  we  are 
going  to  lose  this  battle.  So  I  would  hope  that  you  would  take  back 
to  your  colleagues  what  I  am  suggesting. 

Governor  MiLLER.  In  addition  to  more  carefully  scheduling  my 
departing  flights  in  the  future,  I  will  certainly  take  back  that  sug- 
gestion. 

Mr.  Blackwell.  Thank  you,  sir. 

Mr.  Wise.  I  thank  the  gentleman.  The  gentleman  from  Califor- 
nia, Mr.  Filner. 

Mr.  Filner.  Thank  you,  Mr.  Chairman.  I  thank  the  governor  for 
staying.  I  hope  the  Chair  passes  a  law  that  says  no  witness  can 
leave  before  the  freshmen  ask  questions  in  the  future. 

But  just  very  briefly,  I  represent  the  City  of  San  Diego,  which, 
like  many  areas  in  the  country,  not  only  has  severe  economic  reces- 
sion, but  in  addition,  faces  the  long-term  needs  of  trying  to  wean 
itself  from  a  military  economy  and  embark  upon  an  economic  con- 
version program.  And  it  seems  to  me  that  we  ought  to  take  this  op- 
portunity at  this  juncture  with  a  new  President  in  linking  that 
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short-term  stimulus  to  the  long-term  needs  of  economic  conversion 
to  diversification,  to  weaning  the  economy  from  its  military  depend- 
ency. 

And  I  was  just  wondering  if  the  governors  or,  Mr.  Chairman,  this 
committee  in  the  past  has  looked  at  dealing  with  the  projects  that 
are  on  these  lists  and  even  who  gets  the  contracts  to  build  them 
within  the  context  of  a  conversion  policy  that  will  allow  us  not  only 
to  give  that  short-term  stimulus,  but  really  build  the  long-term  fu- 
ture of  the  Nation. 

Governor  MiLLER.  I  think  the  simple  answer  is  that  it  has  not 
been  specific  to  conversion,  although  I  happen  to  share  the  concern 
that  you  have,  especially  when  it  relates  to  the  defense  industry. 
We  in  Nevada  have  the  specific  problem  with  the  Nevada  test  site, 
which  is  the  site  of  nuclear  testing — at  least  it  is  at  the  present, 
it  won't  be  much  in  the  future — and  conversion  is  a  very  top-call 
issue  in  the  southern  portions  of  our  State. 

This  list  was  designed  to  address  only  transportation-specific 
agendas  to  reflect  as  expeditious  an  expenditure  as  possible.  Your 
points  are  well  taken,  but  they  haven't  been  discussed  by  the  gov- 
ernors collectively  or  individually,  to  my  knowledge. 

Mr.  FiLNER.  Thank  you. 

I  hope,  Mr.  Chairman,  that  we  on  this  committee  look  at  those 
connections  as  we  make  recommendations,  and  I  think  we  can 
make  a  real  contribution  to  the  long-term  economy  of  this  Nation. 

Mr.  Wise.  That  is  an  excellent  suggestion,  and  I  just  want  it  on 
record  that  new  members  may  come  later  in  the  list  as  far  as  being 
able  to  speak,  but  they  always  have  excellent  ideas.  We  appreciate 
that. 

And  actually  someone  who  is  not  a  new  member,  the  gentleman 
from  Tennessee,  Mr.  Clement. 

Mr.  Clement.  Thank  you.  Chairman  Wise.  I  want  to  congratu- 
late you  for  having  this  hearing  today,  and  we  do  have  an  out- 
standing chairman  of  our  subcommittee.  Governor  Miller. 

Mr.  Wise.  You  can  see  why  he  is  a  senior  and  respected  Member. 

Mr.  Clement.  Governor  Miller,  it  is  a  privilege  having  you  here 
today.  I  think  it  has  been  very  helpful  and  very  informative  to  have 
so  many  governors  from  various  places  in  the  country  to  speak  to 
this  Economic  Subcommittee,  where  we  have  to  make  some  difficult 
and  bold  and  controversial  and  courageous  decisions;  and  I  hope  we 
will  do  just  that. 

As  you  know,  President  Clinton  in  his  campaign — the  theme  of 
his  campaign,  the  focus  of  his  campaign  was,  "It's  the  economy. 
Stupid,"  and  I  think  both  of  us  realize  we  have  a  window  of  oppor- 
tunity and  we  had  better  capitalize  on  that  window  of  opportunity. 

I  grew  up  in  the  governor's  residence  in  Tennessee.  I  spent  10 
years  in  the  governor's  residence  when  my  father,  Frank  Clement 
was  Governor  of  Tennessee,  so  I  have  got  a  lot  of  stories  I  will  have 
to  share  with  you  sometime. 

Do  you  know  of  any,  any  issue  or  any  problem  greater  than  infi*a- 
structure  when  it  comes  to  being  able  to  put  people  to  work 
quicker,  faster?  I  know  on  our  ISTEA  that  Chairman  Mineta  talked 
about  earlier,  that  in  itself  creates  3  million  new  jobs  in  the  next 
six  years;  and  now  we  are  talking  about  a  major  commitment  over 
and  above  that. 
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Governor  Miller.  Let  me  respond  to  your  first  question.  I  hope 
you  can  share  those  experiences  with  my  wife.  She  is  writing  a 
book,  about  children  in  the  Governor's  mansion,  because  so  many 
that  come  through  the  mansion  are  children,  and  they  don't  like 
reading  about  the  governor  and  the  first  lady.  They  want  to  read 
about  children. 

So  if  you  have  got  some  good  stories,  we  would  love  to  have  a 
Tennessee  anecdote. 

To  answer  your  question,  personally  I  can't  think  of  one  that  can 
be  more  readily  accessible  to  stimulating  the  economy;  and  I  can't 
speak  for  all  the  governors,  because  we  didn't  discuss  it  to  that  de- 
gree of  specificity.  But  I  would  suggest  that  most  governors  would 
agree  that  there  is  a  mechanism  in  place  in  which  we  plan  long- 
term  and  the  short-term  acceleration  that  can  stimulate  the  econ- 
omy probably  more  expeditiously,  more  readily  and  more  effectively 
than  virtually  any  other  area. 

Now,  I  don't  suggest  that  that  stimulus  can't  also  occur  in  exist- 
ing programs  like  CDBG  or  clean  water  or  certainly  some  inner- 
city  projects  that  might  come  within  your  realm  as  well.  But  I 
think  on  a  broader  basis,  national  economic  concern,  that  this  prob- 
ably would  be  the  area  that  most  of  us  would  agree  would  be  the 
most  expeditious  and  perhaps  most  effective  in  the  short  term. 

Mr.  Clement.  Governor,  when  it  relates  to  an  energy  tax,  a  tax 
on  imported  oil  versus  a  gasoline  tax,  do  you  have  any  opinion  on 
which  direction?  I  know  some  States  are  more  restricted  in  their 
tax  base  than  other  States,  and  some  governors  would  prefer  not 
moving  in  one  direction,  because  they  feel  like  it  is  more  moving 
into  their  territory  and  really  hurts  them  when  they  have  to  gen- 
erate revenues  themselves. 

Governor  MiLLER.  Governor  Sullivan,  who  had  to  leave,  is  from 
one  of  the  few  States  that  has  lower  taxes  than  we  do  in  Nevada; 
and  he  gets  his  State's  revenue  through  gas  and  oil.  We  get  ours 
through  assessments  on  our  gaming  industry.  So  he  has  very 
strong  opinions  in  that  regard. 

There  is  a  divergence  amongst  governors  about  energy  taxation. 
I  think  as  it  relates  to  gasoline  taxation,  our  position,  at  least  the 
consensus  position,  was  outlined  earlier  in  that  that  should  be 
dedicated  to  infrastructure  funding,  as  we  have  suggested.  I  don't 
think  that  you  can  reach  a  consensus  opinion  as  to  exactly  how  we 
would  suggest  energy  taxation  be  processed,  but  certainly  there  is 
a  willingness  on  our  behalf  to  meet  with  congressional  leadership, 
as  well  as  with  the  White  House,  to  discuss  any  such  proposals — 
in  fact,  probably  a  desire  to  do  so. 

Mr.  Clement.  Would  you  put  infrastructure  needs  as  a  higher 
priority  than  budget  deficits? 

Governor  Miller.  I  don't  think  that  I  can  respond  to  that  Catch- 
22  question.  At  least  I  would  suggest  that  there  is  both  a  short- 
term  need  for  infrastructure  structure  investment  and  a  long-term 
need  for  deficit  reduction.  That  doesn't  mean  that  the  deficit  reduc- 
tion shouldn't  start  immediately. 

What  I  am  suggesting  is  that  the  long-term  effect  on  the  econ- 
omy will  be  disaster  if  we  don't  immediately  address  the  deficit  re- 
duction. The  present  recession  can  linger  and  perhaps  lengthen  and 
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perhaps  even  intensify  if  we  don't  address  things  like  infrastruc- 
ture. 

So  I  can't  pick  one  from  the  other.  Both  are  very  real  needs.  And 
the  infrastructure  is  to  get  us  out  of  the  present  doldrums  of  the 
recession,  the  deficit  reduction  is  to  make  sure  that  we  can  remain 
a  viable  and  prosperous  country  in  the  long  term. 

Mr.  Clement.  Governor,  I  might  share  with  you  one  story  quick- 
ly as  the  son  of  a  former  Governor  from  Tennessee,  and  I'll — my 
father  was  only  32,  33  years  of  age  when  he  was  elected  governor, 
and  I  was  only  nine  years  of  age.  So  I  grew  up  with  prisoners  and 
the  highway  patrol.  And  prisoners  sure  played  basketball  and  foot- 
ball rather  well.  And  for  several  years— at  nine  years  of  age,  I 
couldn't  make  up  my  mind  which  group  I  liked  the  best. 

Governor  Miller.  Well,  I  can  tell  you  a  similar  story  if  you  will 
allow  me  just  one  minute. 

My  wife,  related  it  to  several  of  the  new  first  ladies  at  what  is 
called  a  New  Governors  Conference — I  call  it  How  to  be  a  Governor 
101.  A  gentleman  was  talking  about  the  situation  of  having 
trusties  in  the  mansion,  the  difficult  decision  it  is  to  make  between 
whether  you  desire  those  that  have  a  DUI,  a  narcotics  background, 
or  those  that  are  in  for  violent  crime,  such  as  murder. 

And  she  said,  my  husband  suggested  maybe  we  should  have 
some  of  these  violent  criminals  around;  these  narcotic  offenders  are 
such  a  frequent  offense,  I  think  we  should  have  some  of  these  mur- 
derers. And  she  said,  you  know,  I  used  to  have  a  normal  life  where 
I  wasn't  saying  I  wanted  to  have  murderers  in  my  house,  so 

Mr.  Clement.  Thank  you. 

Mr.  Wise.  I  thank  the  gentleman  from  Tennessee.  I  would  note 
you  have  a  heck  of  a  hook  shot,  so  I  don't  know  where  that  derives 
from. 

Governor,  if  I  could  ask  a  follow-up  question?  We  talked  about 
short-term  and  long-term  stimulus  packages,  and  I  can't  speak  for 
the  White  House,  but  I  am  assuming  the  way  this  progresses  is 
that  there  would  probably  be  a  bill  dealing  with  a  short-term  eco- 
nomic stimulus — much  along  the  lines  of  what  we  have  been  talk- 
ing about,  projects  ready  to  go — and  then  a  longer-term  bill. 

I  was  wondering  if  you  had  some  observations  about  the  types 
of  projects  that  might  be  in  one  versus  the  other. 

You  spoke  about  ISTEA.  It  would  seem  to  me  that  ISTEA— with 
the  exception  of,  probably,  rehab  projedts  on  roads — that  ISTEA 
might  be  something  that  would  be  more  in  a  longer-term  package, 
whereas,  say  funding  for  the  SRF,  or  for  getting  more  money  into 
water  and  sewer  projects  would  be  in  a  shorter-term  package.  I  am 
not  trying  to  give  you  in  a  Hobson's  choice,  but  I  just  wondered; 
you  might  have  some  observations  about  what  infrastructure  might 
be  ready  to  go  the  fastest. 

Governor  Miller.  My  own  assessment  is  that  ISTEA  would  nec- 
essarily be  a  long-term  project,  but  the  outline  that  we  put  forth 
would  suggest  some  short-term  financing  opportunity.  In  our  exam- 
ple, for  example,  the  ones  that  we  have  outlined  in  Nevada  are  two 
road  projects  and  a  pedestrian  over-cross  at  one  of  the  major  inter- 
sections that  we  can  readily  access.  Certainly  clean  water  and 
CDBG  are  readily  available  funding  also. 


281 

The  characterization  that  if  you  are  looking  at  it  in  what  I  would 
call  the  longer  term,  it  is  possible  that  we  will  be  looking  at  dif- 
ferent modes  of  transportation  and  whether  or  not  the  existing  in- 
frastructure system  should  be  expanded  to  the  exclusion  of  mass 
rail  transit  or  MAGLEV  or  others.  I  know  that  the  Bush  adminis- 
tration was  looking  into  that  early  on  in  their  term,  and  to  some 
degree  later  on.  And  I  know  that  because  of  environmental  con- 
cerns, that  Secretary  Pena  and  the  Clinton  administration  will  also 
look  at  that  basic  question,  which  would  be  a  long-term  question. 

I  don't  know  if  that  answers  your  question.  I  think  we  tried  to 
outline  these  three  things,  all  of  which  are  something  we  feel  can 
be  immediate  infusions  in  the  economic  stimulus.  And  I  would  in- 
clude the  ISTEA  definitely  in  that  category,  and  in  fact  it  is  the 
one  that  we  probably  would  most  suggest  would  be  a  valuable 
short-term  expenditure. 

Mr.  Wise.  I  appreciate  that  observation. 

Ms.  Molinari,  any  finishing  comments? 

Ms.  Molinari.  I  just  want  to  thank  the  governor  for  staying  with 
us.  Those  of  us  who  have  been  in  your  position  understand  the  dif- 
ficulty one  experiences  when  your  friends  leave  you.  So  we  appre- 
ciate the  fact  that  you  stayed  and  shared  your  input,  and  we  look 
forward  to  working  with  all  the  governors  towards  the  realization 
of  this  plan.  Thank  you  for  your  time. 

Governor  Miller.  The  Congressman  unfortunately  had  to  leave, 
but  I  play  a  lot  of  basketball.  I  am  going  to  play  in  about  two  hours 
with  some  members  of  the  Pentagon,  and  I  have  what  I  call  a 
"ground  hook." 

Ms.  Molinari.  Does  that  basketball  game  have  anything  to  do 
with  your  answer  on  defense  conversion?  Let  them  win. 

Mr.  Wise.  I  would  also — Governor  Miller,  I  want  you  to  know 
that  the  record  of  this  subcommittee  is  going  to  reflect  that  after 
this  witness  table  was  littered  with  the  name  tags  of  departed  gov- 
ernors, there  was  one  who  stood  tall,  the  Governor  of  Nevada — and 
we  greatly  appreciate  it — still  standing  at  sunset.  Thank  you  very 
much. 

I  remind  all  members  of  the  committee  that  the  committee  will 
resume  the  hearing  with  Members  of  Congress  beginning  at  10:00 
o'clock  tomorrow.  This  hearing  is  adjourned. 

[Whereupon,  at  3:40  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  10:00  a.m.,  Wednesday,  February  3,  1993.] 
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Mr.  Chairman  and  members  of  the  Subconmittee  on  Economic  Development,  we  very 
much  appreciate  the  opportunity  to  present  testimony  today  on  a  subject  of 
vital  concern  to  every  Governor.  You  and  the  entire  committee  are  to  be 
commended  for  initiating  this  series  of  hearings  on  "Investing  in  America's 
Infrastructure:  Short  and  Long-Term  Strategies." 

This  committee  has  consistently  taken  the  lead  in  seeking  higher  levels  of 
investment  for  infrastructure.  All  indications  are  that  the  President  will 
seek  congressional  support  and  approval  for  a  major  infrastructure  investment 
plan.  We  hope  what  you  hear  today  will  help  lay  the  groundwork  for  quick 
action  on  an  infrastructure  package  that  is  essential  for  short-  and  long-term 
economic  growth. 

At  our  winter  meeting  this  week,  the  nation's  Governors  adopted  a  position  in 
support  of  additional  funding  of  $8  billion  to  $10  billion  a  year  over  the 
next  five  years  for  the  surface  transportation,  clean  water,  and  community 
development  programs.  We  make  this  proposal  in  the  context  of  significant 
deficit  reduction  and  believe  funding  could  come  from  a  shift  in  priorities 
toward  long-term  investment.  It  should  be  noted  that  a  portion  of  this 
financing  comes  from  the  surplus  in  the  Highway  Trust  Fund,  which  by  law 
cannot  be  used  for  any  other  purpose.  Although  each  of  us  may  view  the  scope 
of  this  recommendation  somewhat  differently,  the  vast  majority  of  Governors 
believe  that  at  least  this  modest  increase  in  investment  is  long  overdue. 

Future  prosperity.  The  case  for  long-term  increases  in  the  level  of 
infrastructure  investment  has  been  made  over  a  period  of  years.   For  example: 

•  Numerous  studies  have  documented  that  the  decline  in  public  and  private 
investment  over  the  past  two  decades  has  contributed  to  lost  productivity 
growth  in  our  country. 

•  The  (General  Accounting  Office  reports  that  over  the  same  time  period  net 
capital  investment  declined  sharply  as  a  percentage  of  U.S.  gross 
national  product,  and  continues  to  lag  behind  that  of  our  international 
competitors. 

•  Five  years  ago,  the  landmark  report  of  the  National  Council  on  Public 
Works  Improvement  recommended  that  public  spending  on  infrastructure  that 
is  key  to  economic  productivity  be  doubled  by  the  end  of  the  century. 

We  also  believe  that  any  short-term  stimulus  strategy  should  be  part  of  a 
long-term  investment  strategy.  This  is  why  we  urge  you  to  increase  investment 
in  existing  programs  such  as  the  Intermodal  Surface  Transportation  Efficiency 
Act  (ISTEA),  the  Clean  Water  State  Revolving  Loan  Fund,  and  the  Community 
Development  Block  Grant  program.  One-time,  short-term  projects  cannot  be 
counted  upon  to  produce  long-term  jobs  and  efficient  investment  of  funds. 
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Short-term  economic  impact.  Capital  investment  in  public  facilities  is  most 
effective  at  promoting  growth  over  the  long  term,  but  it  also  can  be  properly 
managed  to  stimulate  the  economy  in  the  short  term.  Even  when  economic 
recovery  begins  to  take  hold,  it  will  likely  take  some  time  before  many 
regions  of  our  nation  will  recover  from  the  strains  of  the  worst  fiscal 
conditions  in  many  years.  For  this  reason,  especially,  a  moderate  stimulus 
component  could  be  beneficial,  even  necessary,  but  it  must  be  part  of  a 
long-term  investment  strategy. 

Maximum  effect.  We  believe  that  the  most  effective  short-term  stimulus  can  be 
achieved  by  increasing  investment  in  existing  programs  where  projects  are 
ready  to  go.  This  will  create  jobs  quickly  by  focusing  on  an  industry  such  as 
construction  that  has  a  high  unemployment  rate.  With  60,000  jobs  produced 
either  directly  or  indirectly  with  each  billion  dollars  spent  in  construction 
work,  the  hard-hit  construction  industry  could  help  revitalize  the  economy. 
Use  of  existing  program  mechanisms  to  channel  funding  also  ensures 
accountability  for  the  appropriate  use  of  funds  on  priority  projects. 

Even  using  existing  programs,  measures  can  be  taken  to  ensure  the  rapid 
deployment  of  funds.  Some  additional  flexibility  would  be  necessary, 
including  streamlined  decision  processes,  expanded  eligibility  for 
rehabilitation  projects,  and  relaxed  matching  requirements. 

Our  strong  view  is  that  short-term  strategies  ought  to  be  consistent  with 
longer  term  goals.  We  believe  our  recommendations  are  good  for  the  short  term 
and  even  better  over  the  long  term. 

The  program  recommendations  we  present  today  are  drawn  from  a  proposal  that 
was  developed  by  associations  representing  Governors,  legislators,  and  state 
agencies.  The  programs  we  recommend  were  selected  based  on  their  value  to 
long-term  economic  growth,  their  high  volume  of  unmet  priority  projects,  their 
inventory  of  ready-to-go  projects,  and  their  ability  to  create  jobs  quickly. 
We  recommend  that  added  infrastructure  investment  funding  should  be  channeled 
through  the  Intermodal  Surface  Transportation  Efficiency  Act;  the  Clean  Water 
State  Revolving  Loan  Fund;  and  the  Community  Development  Block  Grant  program. 

The  paper,  "Infrastructure  Investment  for  the  1990s,"  contains  more  detailed 
information  on  short-  and  long-term  needs,  benefits  of  the  increased 
investment,  and  program  history.  A  chart  in  the  paper  portrays  the  five-year 
plan  with  baseline  and  increased  annual  spending  levels  for  each  of  the 
programs. 

-  2  - 
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The  Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA)  was  enacted  in 
1991  with  great  promise  for  expanding  and  upgrading  investment  in  roads  and 
highways,  bridges,  and  mass  transit  systems.  It  had  the  overwhelming  support 
of  Congress  and  was  signed  into  law  by  the  President.  It  promised  more  than 
$25  billion  a  year  for  highways  and  transit  improvements,  but  funding  has 
fallen  short  by  nearly  $4  billion.  Some  state  highway  programs  actually  are 
receiving  less  than  two  years  ago.  That  has  meant  thousands  of  lost  jobs  in 
the  short  term  and  a  blow  to  economic  competitiveness  in  the  long  term. 

The  Governors  are  unified  in  asking  that  ISTEA  be  fully  funded  --  for  highways 
and  transit  systems  --  this  year,  and  for  the  life  of  the  legislation.  This 
would  increase  highway  funding  by  $2.5  billion  and  transit  funding  by  $1.3 
billion.  In  addition,  we  are  asking  that  the  $6.5  billion  in  carryover  funds 
that  have  been  withheld  under  obligation  controls  be  released.  This  action  -- 
full  funding  of  ISTEA  --  should  be  taken  regardless  of  the  current  economic 
circumstances.   The  sluggish  economy,  however,  makes  it  even  more  urgent. 

The  National  Governors'  Association  (NGA)  also  calls  on  the  Transportation 
Secretary  to  fully,  actively,  and  consistently  implement  the  provisions  of 
ISTEA  that  will  produce  quick  preventive  action  to  repair  and  restore 
transportation  infrastructure.  This  action  should  ensure  eligibility  for 
simple  preservation  projects,  greater  flexibility  among  program  categories, 
streamlined  decision  processes,  and  relaxed  matching  requirements. 

Fully  funding  ISTEA  will  provide  immediate  action  without  creating  new 
programs  or  structures.  States  committed  all  available  highway  funds  to 
projects  in  1992  and  they  can  rapidly  allocate  additional  funds  to  worthwhile 
projects.  A  December  survey  by  the  American  Association  of  State  Highway  and 
Transportation  Officials  (AASHTO)  shows  that  states  can  start  work  this  year 
on  an  additional  $8.5  billion  in  highway  and  bridge  projects  alone,  with 
labor-intensive  rehabilitation  projects  presenting  the  most  pressing  need. 

A  more  recent  AASHTO  survey  conducted  at  the  request  of  U.S.  Transportation 
Secretary  Federico  Pena  indicates  that  more  than  $6.5  billion  in  contracts 
could  be  awarded  within  sixty  to  ninety  days  of  enactment  of  a  stimulus 
program.   These  projects  are  really  ready  to  go. 

The  U.S.  Department  of  Transportation  (DOT)  has  documented  the  level  of 
investment  required  to  sustain  the  nation's  highway  and  transit  facilities. 
Capital  needs  for  America's  highways  stand  at  $46  billion  a  year  —  just  to 
maintain  1989  conditions.   That  is  $9.5  billion  more  than  the  current  annual 
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investment  nationally.  To  significantly  improve  conditions  would  require  more 
than  doubling  the  nation's  capital  investment,  from  $36.2  billion  to  $74.9 
billion  each  year.  The  DOT  also  projects  a  capital  funding  need  for  transit 
systems  of  $7.5  billion  a  year. 

Full  funding  for  ISTEA  has  the  widespread  support  of  federal,  state,  and  local 
governments.  We  are  committed  to  make  it  work  and  funding  is  available.  The 
trust  fund  has  collected  fees  from  people  and  businesses  for  upgrading 
transportation  systems,  and  the  funding  should  be  spent.  Full  funding  is  the 
necessary  first  step  in  any  consideration  of  an  infrastructure  investment 
package. 


Clean  Water  State  Rcvolvinq  Loan  Fund 

The  1987  Clean  Water  Act  eliminated  grant  financing  for  wastewater  treatment 
infrastructure  and  established  a  loan  program.  Creation  of  the  State 
Revolving  Loan  Fund  (SRF),  capitalized  with  federal  seed  funding  and  a  20 
percent  additional  state  match,  has  been  effectively  implemented  in  all 
states.  Funding  at  about  $2.5  billion  a  year  for  the  state  revolving  funds 
provides  for  twenty-year  loans  to  communities  to  support  construction  of 
wastewater  treatment  plants.   These  are  all  locally-sponsored  projects. 

Yesterday,  NGA  adopted  a  policy  position  recommending  that  $5  billion  per  year 
in  federal  capitalization  grants  be  provided  to  the  state  revolving  funds, 
representing  an  annual  increase  of  about  $2.5  billion.  This  would  return  the 
program  to  the  level  of  federal  support  provided  in  1980,  when  the  Clean  Water 
program  was  funded  at  $5  billion.  Considering  the  effects  of  inflation,  that 
was  a  substantially  higher  level  of  investment  than  we  are  asking  for  today. 
We  should  at  least  restore  funding  to  1980  levels  in  nominal  terms  to  help  pay 
for  some  of  the  most  costly  federal  mandates. 

The  Governors  strongly  support  the  continued  use  of  state  revolving  loan  funds 
as  the  primary  source  of  wastewater  infrastructure  financing.  The  loan 
program  allows  states  the  flexibility  to  target  priority  needs  and  provide 
incentives  to  local  government  to  reduce  costs  and  develop  appropriate  user 
fee  systems.  Revolving  at  the  state  level,  the  loan  funds  have  a  multiplier 
effect  that  can  leverage  two  to  five  times  the  original  investment  through 
bond  issuance  and  loan  repayment.  By  contrast,  direct  federal  grants 
discourage  local  initiative  and  may  unintentionally  reward  noncompliance. 

-  4  - 
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Wastewater  infrastructure  financing  offers  both  an  excellent  short-term 
stimulus  and  a  vital  investment  in  the  long-term  strength  of  the  economy.  The 
Association  of  State  and  Interstate  Water  Pollution  Control  Administrators  has 
documented  more  than  $10  billion  in  wastewater  treatment  projects  that  are 
ready  to  move  immediately  to  construction.  A  waiver  of  the  20  percent  state 
matching  requirement  —  for  the  $2.5  billion  in  supplemental  funds  —  would 
ensure  immediate  investment  by  all  states.  Because  of  the  multiplier  effect, 
the  long-term  benefits  of  continuing  reinvestment  are  even  more  advantageous. 

In  addition  to  economic  considerations,  the  public  health  and  environmental 
consequences  of  inadequate  investment  levels  could  become  severe.  The  nation 
has  some  very  serious  water  quality  problems;  without  an  increase  in  funding, 
progress  toward  meeting  clean  water  goals  will  stop  short  and  existing  water 
quality  will  suffer.  The  nation's  wastewater  treatment  needs  now  exceed  $200 
billion,  including  $70  billion  for  the  costs  of  unfunded  congressional 
mandates  from  the  1987  Clean  Water  Act. 


(;>^tf""^*-Y  navglojaant  Block  Grant  ProoraB 

The  Community  Development  Block  Grant  (CDBG)  program  is  the  largest  federal 
grant-in-aid  program  for  a  wide  range  of  community  development  projects  that 
primarily  benefit  low-income  and  moderate-income  people.  CDBG  provides  direct 
funding  to  nearly  800  cities  and  more  than  100  urban  counties  nationwide. 
Since  1982,  states  have  managed  the  30  percent  of  CDBG  funds  that  are 
earmarked  for  use  outside  these  urban  centers.  Most  of  the  funds  that  go  to 
states  are  used  for  public  facility  projects  in  small  communities.  Public 
facilities  such  as  water  and  wastewater  infrastructure  are  among  the  eligible 
projects  selected  by  local  communities  for  funding.  More  than  30  percent  of 
state  CDBG  funds  are  traditionally  used  for  water  and  sewer  projects. 

Funding  appropriated  for  the  CDBG  program  totals  $4  billion  in  1993;  $4.2 
billion  is  authorized  for  fiscal  1994.  An  additional  $1.2  billion  this  year 
would  help  meet  some  of  the  tremendous  wastewater  treatment  needs  in  small 
communities.  The  availability  of  small  community  or  hardship  grants  through 
the  CDBG  program  is  essential  to  enable  rural  communities  to  comply  with 
environmental  and  public  health  mandates. 

A  recent  survey  by  the  Council  of  State  Community  Development  Agencies 
indicates  that  states  could  have  spent  more  than  twice  their  1991  funding 
allocations  on  community  infrastructure  investment  projects.  Demand  for  CDBG 
grants  has  increased  sharply  as  state  and  local  governments  struggle  to  comply 
with  the  new  Clean  Water  Act  requirements. 
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Conclusion 

Mr.  Chairman,  this  nation  has  tremendous  needs  in  infrastructure  investment 
that  must  be  met,  and  we  must  be  prepared  to  meet  the  challenge.  However, 
states  and  localities  cannot  shoulder  the  financial  responsibility  alone. 
Additional  federal  funding  of  $8  billion  to  $10  billion  a  year  in  the  surface 
transportation,  clean  water,  and  community  development  programs,  as  part  of  an 
economic  recovery  plan,  would  represent  a  downpayment  on  our  future 
prosperity.  The  increased  investment  in  infrastructure  programs  will  provide 
needed  stimulus  to  create  jobs  in  the  short  term,  but  are  even  more  vital  to 
our  long-term  prosperity  and  economic  competitiveness. 

The  challenge  that  is  before  us  requires  a  strong  and  vital  partnership  that 
draws  upon  all  levels  of  government  and  the  private  sector.  We  want  to 
consult  closely  with  the  committee  as  you  develop  your  proposals  and  look 
forward  to  working  with  you  and  the  new  Administration  on  strategies  to 
improve  America's  infrastructure  and  revitalize  our  economy. 


-  6 
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INFRASTRUCTURE  INVESTMENT  FOR  THE  1990s 
January  15, 1993 

INTRODUCTION 

Background 

Between  1948  and  1973,  the  growth  in  U.S.  productivity  averaged  nearly  3  percent  per  year.  In  1973,  productivity 
growth  declined  dramatically,  averaging  just  1  percent  per  year  since  that  time.  This  significant  drop  in 
productivity  growth  has  resulted  in  a  subsuntial  decline  in  real  wages  and  a  sugnant  standard  of  living  for  nearly 
two  decades.  (The  reduaions  in  the  sundard  of  living  would  have  been  greater  had  the  number  of  two-wage 
earner  families  not  increased  dramatically.) 

While  the  underlying  causes  of  the  slowdown  in  productivity  are  not  entirely  clear,  there  is  substantial  evidence 
to  suggest  that  it  has  been  caused,  at  least  in  part,  by  the  decline  in  public  and  private  investment  over  the  last 
twenty  years.  To  assist  in  increasing  long-term  produnivity,  we  are  recommending  a  modest  increase  in  highway, 
transit,  clean  water,  and  other  infrastruaure  of  S8  to  $10  billion  per  year  over  the  next  five  years,  as  noted  in  the 
attached  uble. 

This  proposal  is  made  within  the  context  of  significant  deficit  reduaion.  Funding  would  come  from  a  shift  in 
priorities  toward  long-term  investments  in  America's  future.  This  is  a  long-term  proposal  to  increase  public 
mvestment  and  productivity.  While  the  intent  is  not  to  stimulate  short-term  growth,  it  could  be  modified  to  also 
be  an  effective  shon-term  policy.  If  there  is  a  short-term  stimulus  package,  then  these  proposals  are  the  ones 
most  consistent  with  long-term  growth.  To  ensure  the  rapid  deployment  of  funds,  some  additional  flexibility 
would  be  necessary,  including  a  streamlined  decision  process,  expanded  eligibility  for  maintenance  projects,  and 
relaxed  matching  requirements. 

This  proposal  was  created  as  a  joint  project  of  the  National  Governors'  Association.  National  Conference  of 
State  Legislatures,  American  Association  of  State  Highway  and  Transportation  Officials,  Association  of  State 
and  Interstate  Water  Pollution  Control  Administrators,  and  the  Council  of  State  Community  Development 
Agencies.  It  is  consistent  with  the  existing  policies  of  these  organizations. 

A  Long-Term  Policy 

Recent  studies  clearly  indicate  that  there  is  a  need  for  more  private  investment  in  capital  equipment  and  research 
and  development.  Also  important  is  the  need  for  increased  public  investment  in  education,  training,  infrastruc- 
ture, and  research  and  development.  Among  the  most  important  components  of  public  investment  from  the 
federal  level  is  infrastruaure.  A  host  of  analytical  studies  support  the  faa  that  increased,  long-term  commitments 
to  infrastructure  reap  major  returns  in  increased  produaivity,  international  competitiveness,  and  an  enhanced 
living  standard.  The  General  Accounting  Office  recently  indicated  that  net  investment  has  declined  sharoly  as  a 
percent  of  gross  national  produa  from  9.8  percent  in  the  1960s  to  6.0  percent  today.  This  makes  the  United 
States  last  compared  with  the  other  twenty-four  member  nations  of  the  Organization  for  Economic  Cooperation 
and  Development. 

A  Short-Term  Policy  _ 

Increased  infrastruaure  investment  is  an  excellent  long-term  economic  strategy,  but  it  also  can  be  an  effective 
short-terra  stimulus.  In  the  short  term,  financial  support  of  the  nation's  infrastructure: 

•  utilizes  existing  programs  and  regulations  to  quickly  aeate  jobs; 

•  focuses  support  toward  an  industry  that  has  a  high  unemployment  rate; 

•  targets  programs  where  sute  surveys  indicate  that  a  substantial  number  of  projects  are  ready  to  go  to 
construction; 
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•  provides  much  needed  funding  support  directly  to  state  and  local  governments;  and 

•  minimjTfis  the  short-term  impaa  on  the  federal  deficit 

Program  Areas 

The  states*  proposal  for  Infrastructure  Investment  for  the  1990s  focuses  specifically  on  the  major  high-priority 
infrastructure  programs: 

I.  Intermodal  Surfece  Transportation  Efficiency  Act  (ISTEA) 

II.  Qean  Water  Sute  Revolving  Loan  Fund 
IIL    Community  Development  Block  Grant 

Immediate  investment  in  these  three  programs  will  increase  productivity  and  create  jobs  in  the  short  and  long 
term.  The  shon-term  outputs  also  will  increase  the  long-term  quality  of  American  life.  For  example,  transpor- 
tation investment  wiU  reduce  congestion  and  improve  air  quality  across  the  nation.  Similarly,  investments  in 
water  and  wastewater  treatment  systems  and  community  development  will  enhance  the  health  and  environmental 
welfare  of  Americans,  and  at  the  same  time,  provide  community  revitalization. 
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I. 

INTERMODAL  SURFACE  TRANSPORTATION  EFnCIENCY  ACT  (ISTEA) 

Program  Description 

ISTEA  authorizes  funding  for  roads  and  bridges,  highway  safety  and  transit  progranis,  highways,  and  a  part  of 
the  transit  programs  being  financed  out  of  the  Highway  Trust  Fund,  with  flexibility  to  move  substantial  amounts 
of  highway  funding  to  transit. 

The  ISTEA  authorization  for  fiscal  1993  for  highways  totaled  $20.4  billion,  and  for  transit  S5.2  billion. 
Regrettably.  Congress  has  appropriated  only  $18.0  billion  and  S3.8  billion,  respectively.  In  addition.  S6.5  billion 
remains  inaccessible  due  to  obligation  limits.  It  is  estimated  that  at  least  15  percent  of  highway  program  funding 
will  be  spent  at  the  local  level.  The  majority  of  the  transit  funding  also  will  go  to  local  governments  and  transit 
agencies.  Depending  upon  flexibility  decisions,  more  funding  could  be  spent  at  the  local  level,  since  many  state 
projects  occur  in  urban  and  suburban  areas. 

The  Speciflc  Proposal 

Fund  ISTEA  to  at  least  its  congressionally  authorized  levels,  for  both  highways  and  transit,  for  the  life  of  the 
legislation. 

The  Secretary  of  Transportation  should  fully,  actively,  and  consistently  implement  the  provisions  of  ISTEA  that 
will  produce  quick  preventive  aaion  to  repair  and  restore  transportation  infrastruaure.  This  aaion  should  assure 
eligibility  for  simple  preservation  projects,  greater  flexibility  among  program  categories,  streamlined  decision 
processes,  and  relaxed  matching  requirements. 

The  provisions  of  ISTEA  allow  states  to  have  100  percent  funding  for  highway  projects  in  fiscal  1992  and  fiscal 
1993.  A  few  sutes  indicate  possible  matching  problems  in  fiscal  yean  1994  to  1996,  which  could  be  resolved  by 
extending  current  provisions.  Some  local  governments  and  agencies  might  need  a  waiver  on  the  match  for  transit 

Long-Term  Needs 

The  Federal  Highway  Administration  has  documented  federal-aid  highway  capital  needs  to  be  at  least  $45.7 
billion  per  annum  to  maintain  1989  conditions,  and  $74.9  billion  to  significantly  improve  conditions  to  a 
reasonable  level.  By  comparison,  in  1991,  the  total  capiul  investment  by  all  levels  of  government  was  only 
$36.2  billion.  In  transit,  the  Federal  Transit  Administration  indicates  a  capital  funding  need  of  $7.5  billion. 

The  states'  capacity  to  use  highway  funding  beyond  the  authorized  levels  of  ISTEA  was  addressed  in  a 
December  1992  survey  by  the  American  Association  of  State  Highway  and  Transportation  Officials 
(AASHTO).  The  dau  colleaed  indicate  that  some  S23  billion  is  needed  above  and  beyond  the  authorized 
ISTEA  levels. 

Short-Term  Needs 

States  and  other  intended  recipients  of  ISTEA  funds  are  prepared  to  put  additional  hinding  to  immediate 
use.  The  AASHTO  survey  identified  a  sute  capacity  to  utilize  at  least  $8.5  billion  in  additional  highway 
funding  during  fiscal  1993  over  the  $18.1  billion  provided,  of  which  some  S3.5  billion  would  be  utilized  on 
labor-intensive  rehabiliution  projecu  that  coula  move  quickly.  An  American  Public  Transit  Association 
survey  of  transit  agencies  and  states  found  that  they  could  utilize  an  additional  $7.2  billion  in  the  next  ten 
months. 
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n. 

CLEAN  WATER  STATE  REVOLVING  LOAN  FUND 

Program  Description 

The  1987  Qean  Water  Act  revolutionized  wastewater  financing  by  eliminating  the  Construaioc  Grant  program 
and  creating  the  Sute  Revolving  Lxian  Fund  (SRF)  to  finance  wastewater  infrastruaure  in  perpetuity.  SRF,  built 
with  federal  seed  funding  and  a  20  percent  state  match,  has  been  implemented  in  all  fifty  states,  has  been  well 
accepted,  and  is  hailed  as  a  model  for  federal,  state,  and  local  cooperation.  State-administered  SRFs  provide  in 
perpetuity  financing  and  expedited  construaion  of  environmental  projects. 

The  aa  envisioned  a  six-year  $8.4  billion  capitalization  to  be  phased  out  in  fiscal  1994.  However,  because  of  the 
effectiveness  of  SRF,  Congress  continues  to  fund  the  program  ~  $2.48  billion  in  fiscal  1993,  with  all  funds  going 
to  locally  sponsored  projects  and  a  subset  of  $490  million  in  grants  for  eleven  specific  municipalities.  Revolving 
at  the  sute  level,  SRF  has  a  "multiplier"  e£fea  that  can  leverage  two  to  five  times  the  original  investment  in 
construction  through  bonds  and  loan  repayments.  In  contrast,  55  to  75  percent  of  federal  matching  grants 
discourage  local  initiative  and  often  reward  noncompliance. 

The  Specific  Proposal 

SRF  should  be  authorized  and  appropriated  at  the  $5  billion  level  annually  in  fiscal  years  1994  to  1997,  as 
originally  authorized  for  wastewater  by  the  Qean  Water  An  of  1972.  This  amount  does  not  reflea  the  $10  billion 
in  increased  mandates  under  the  1987  aa  or  inflation.  Because  SRF  is  unique  in  its  ability  to  provide  capital 
investment  and  jobs  (e.g.,  $5  billion  generates  up  to  350,000  jobs  annually  and  more  than  two  to  five  limes  that 
investment  in  projeos  over  time),  the  long-term  benefits  are  particularly  attractive  in  SRF.  The  authorized  level 
for  this  program  in  1980  was  $5  billion. 

Short-Term  Needs 

To  ensure  immediate  investment,  states  need: 

•  elimination  of  the  match  requirements  for  any  supplemental  appropriation; 

•  eligibility  for  purchase  of  land/easements; 

•  elimination  of  restrictions  on  funding  coUeaors  and  combined  sewer  overflows; 

•  elimination  of  disbursement  restrictions  under  the  lener  of  credit; 

•  extended  repayment  periods  and  blended  principal  subsidies  with  loans  for  small  hardship  communities; 

•  elimination  of  limitations  on  refunding/refinancing  and  cash  payments; 

•  elimination  of  funding  for  project-specific  grants;  and 

•  eligibility  for  water  supply  projects  in  states  currently  meeting  Oean  Water  Act  requirements. 

The  Association  of  State  and  Interstate  Water  Pollution  Control  Administrators  has  documented  wastewater 
needs  in  excess  of  $10  billion  in  projects  able  to  move  immediately  to  construction. 

Long-Term  Needs 

State  are  encotmtering  significant  difficulty  in  providing  a  20  percent  match.  To  address  this  and  related 
concerns,  there  is  a  need  to: 

•  simplify  federal  requirements; 

•  provide  broad  flexibility  to  extend  repayment  periods; 

•  increase  the  administration  allotment  above  the  4  percent  of  an  atmual  appropriation;  and 

•  enhance  eligibilities,  provided  funds  are  available  above  the  $5  billion  level 

The  nation's  wastewater  treatment  needs  documented  by  the  states  and  the  U.S.  Environmental  Protection 
Agency  (EPA)  exceed  $130  billion.  With  the  inclusion  of  unfunded  congressional  mandates  from  the  1987 
Clean  Water  Aa  (e.g.,  stormwater,  pretreatment,  combined  sewer  overflow,  and  toxic  controls),  this  figure 
will  exceed  $200  billion.  SRF,  with  its  leveraging  potential,  offers  the  most  effective  national  vehicle  for 
addressing  these  needs. 
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m. 

COMMU>fITY  DEVELOPMENT  BLOCK  GRANT  PROGRAM 
Program  Description 

The  Community  Development  Block  Grant  (CDBG)  program  is  the  largest  federal  grant-in-aid  program  for  a 
wide  range  of  community  development  projects  that  primarily  benefit  low-  and  moderate-income  people.  Eligible 
activities  include  the  acquisition,  construaion,  reconstruaion,  and  installation  of  local  public  works  and  related 
facilities  such  as  water  and  wastewater  treatment  systems. 

In  1992,  Congress  appropriated  S3.4  billion  for  the  CDBG  program.  By  statute,  entitlement  communities  (cities 
with  populations  of  at  least  50,000)  receive  70  percent  of  the  appropriation  and  sutes  receive  30  percent,  which 
is  passed  on  to  local  governments  in  nonentitlement  areas  (cities,  counties,  and  towns  with  populations  of  less 
than  50,000.)  More  than  half  of  sute  CDBG  funds  were  invested  in  public  facility  projects  in  1990,  and  of  this 
amount,  approximately  one-third  was  invested  in  water,  sewer,  and  flood  control  projects.  While  no  state  or  local 
government  match  is  required  for  projea  funds,  states  must  provide  a  match  for  their  administrative  costs 
allowance.  By  statute,  states  are  allowed  to  use  only  SIOO.OOO  plus  2  percent  of  the  annual  allocation  for 
administrative  costs;  the  balance  must  be  distributed  to  local  government  projects. 

The  SpeciOc  Proposal 

Congress  has  appropriated  $4.0  billion  for  the  CDBG  program  in  1993  and  has  authorized  $4. 168  billion  in  1994. 
We  propose  a  supplemental  appropriation  of  J1.2  billion  in  1993,  to  bring  the  total  to  $5.2  billion.  Congress 
should  increase  appropriations  above  the  Congressional  Budget  Office  baseline  by  $1.4  billion  in  1994,  $1.6  bil- 
lion in  1995,  $1.8  billion  in  1996,  and  $2.0  biUion  in  1997. 

The  current  CDBG  delivery  system  has  proven  to  be  a  cost-effective  and  efficient  mechanism  for  the  equitable 
distribution  of  public  funds.  The  system  can  readily  absorb  the  increased  funding  proposed  because  the  delivery 
pipelines  are  in  place.  However,  to  increase  efficiency  and  to  maximize  the  program  impact  in  the  long  term, 
some  streamlining  adjustments  are  needed.  In  the  short  term,  adjustments  are  necessary  to  the  supplemenul 
appropriation  to  accelerate  the  distribution  of  funds  to  local  governments.  Waivers  similar  to  those  offered  in 
Chairman  Gonzalez's  bill  (H.R.  4073)  are  needed  for  CDBG  to  be  an  efficient  economic  stimulus  mechanism. 

Long-Term  Needs 

Based  on  EPA's  1988  Needs  Survey,  projected  federal  and  sute  funding  will  cover  only  35  percent  of  the 
community  wastewater  treatment  needs  m  46  states  between  1988  and  1999.  It  is  expeaed  tnat  states  and 
local  governments  may  have  to  generate  the  funds  to  fill  this  gap.  Many  small  and  rural  communities  are 
unable  to  repay  even  no-interest  loans.  Therefore,  the  availability  of  small  and/or  hardship  community  grants 
through  the  CDBG  program  is  essential  to  enable  rural  communities  to  comply  with  environmental  and 
public  health  mandates. 

Short-Term  Needs 

Based  on  a  1993  survey  by  the  Council  of  State  Community  Development  Agencies,  sute  CDBG  program 
managers  estimate  that  they  could  have  spent  more  than  twice  their  1991  funding  allocations  on 
CDBG-eligible  projects,  most  of  which  involve  community  infrastruaure  investment.  This  excess  demand 
averages  $20.5  million  per  sute,  but  runs  as  high  as  $122  million  in  Michigan  or  more  than  400  percent  above 
the  sute's  allocation.  Demand  for  CDBG  infrastruaure  grants  is  expeaed  to  increase  in  1993  as  sute  and 
local  governments  struggle  to  comply  with  the  new  set  of  requirements  mandated  by  the  Clean  Water  Aa. 
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SELECTED  INVESTMENTS  FOR  THE  1990s 


Actual 
1992 

Enacted    . 
1993 

1994 

Projected 

1995            1996 

1997 

ISTEA  Highway 

Current/Baseline  Spending 
Proposed  Inaease 
Total  Highway  Spending 

17.1 
17.1 

18.0 
+  4.1 
22.1' 

18.6 
+  3.6 
2Z2 

19.2 
+  2.9 
2Z1 

19.9 
+  2J 
22.2 

20.5 
+  1.6 
22.1 

ISTEA  Mass  Transit 

Current/Baseline  Spending 
Proposed  Increase 
Total  Transit  Spending 

3.8 

3.8 

3.8 

5.1^ 

3.9 

+  1.2 
5.1 

4.1 

+  l.l 

5.1 

4.2 

+  0.9 

5.1 

4.3 
+  2.9 

7.3 

Clean  Water  Revolving  Loan  Fund 
Current/BaseUne  Spending 
Proposed  Increase 
Total  Funding 

Z4 
2.4 

2.5- 

+  3.0*- 

5J' 

16 
+  Z6 

5.2 

2.7 

+  Z7 

53 

2.8 
+  18 

2.9 
+  2.9 

5.7 

Community  Development  Block  Grants 
CurrentTBaseUne  Spending 
Proposed  Increase 
Total  Funding 

3.4 
3.4 

4.0 

+  1.2 

5.2 

4.1 

+  1.4 

5.5 

4J 

+  1.6 

5.9 

4.4 

+  1.8 

6.2 

4.6 

+  10 
6.6 

Total  Infrastructure  Spending 
Current/BaseUne  Spending 
Proposed  Increase 
Total  Funding 

26.7 
26.7 

28J 
+  9.6 
37.9 

29.2 
+  8.8 
38.0 

30.2 
+  8.2 
3S5 

31.2 
+  7.8 
39.0 

313 
+  9.4 
41.7 

NOTES:  Baseline  funding  projections  for  1994  through  1997  are  based  on  the  Congressional  Budget  OfBce's 
August  "uncapped"  baseline  assumptions.  Proposed  funding  increases  are  significantly  less  than 
required  to  meet  recently  documented  needs. 

1.       Would  require  -.o  additional  spending  authority  to  fully  fund  ISTEA  as  enaaed,  plus  allow  states  to  spend  an 
additiooal  SI  J  billioo  per  year  in  carryover  speixling  authority. 

1      Authorized  level  in  ISTEA  as  enacted,  which  is  partially  fiinded  by  the  Highway  Trust  Fund. 

3.       1980  funding  level 

•  Of  the  $15  billion,  an  amount  of  $500  million  was  specifically  targeted  to  regional  projeo  grants.  Thus  a  total 
of  S3  billion  is  needed  to  meet  the  requested  $5  billion  auihonzauon  level 

•  •      Existing  SRF  eligibility  (excluding  drinking  water  systems). 
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NAnONAL 

GOVERNORS 

ASSGLIAnON 


Carroll  A   Campbell  Jr 
Governor  of  South  Carolir 
Vice  Chairman 


Raymond  C.  Scheppach 
Executive  Director 

Hall  of  the  States 
444  North  Capitol  Street 
Washington.  D  C   2000M572 
Telephone  (202)  624-5300 


***** 


RESOLUTION* 


SURFACE  TRANSPORTATION  FUNDING 

The  Governors  urge  the  administration  and  Congress  to  move  quickly  to  provide  full  funding  for 
the  Intermodal  Surface  Transportation  EfBciency  Act  (ISTEA)  in  1993,  and  to  fully  fund  ISTEA  for 
the  remainder  of  its  authorization. 

In  the  near  term,  investment  in  transportation  infrastructure  will  provide  needed  economic 
stimulus.  In  the  long  term,  U.S.  economic  competitiveness  will  be  threatened  if  the  nation's  outstand- 
ing transportation  infrastructure  is  not  improved  and  strengthened. 

The  Governors  further  urge  that  the  Secretary  of  Transportation  fully,  actively,  and  consistently 
implement  the  provisions  of  ISTEA  that  will  produce  quick  preventive  action  to  repair  and  restore 
transportation  infrastructure.  This  action  should  assure  eligibility  for  simple  preservation  projects, 
greater  flexibility  among  program  categories,  streamlined  decision  processes,  and  relaxed  matching 
requirements. 


*  Based  on  the  policy,  Transportation  Policy  Overview." 


Adopted  February  1, 1993. 
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^^^^^  Association  of  Slate  and  !n»erelale 

^^^^  Water  Pollution  Control  Administrators 

750  First  St.,  NE.  Suite  910,  Washington,  DC  20002 
A    S    I    W    P   C    A  (202)  898-0905  •  Fax  (202)  898-092O 

January  22.  1993 


Tbe  Honorable  Max  Baucus 

CSiainnan 

Senate  Environment  and  Public  Works  (Committee 

458  IMilcsen  Senate  Office  Building 

Washington.  DC  20510 

Dear  Chairman  Baucus: 

In  response  to  your  request  for  information  relative  to  the  short  term  needs  of  the  State  Revolving  Loan 
Fund  (SRF)  for  supplemental  funds,  the  Association  of  State  and  Interstate  Water  Pollution  Control 
Administrators  (ASIWPCA)  has  surveyed  the  50  States.  ASIWPCA  found  that  there  arc  over  $10  Billion 
ready  to  proceed  projects  currently  on  line  that  could  benefit. 


ADDmONAL  SRF  FUNDS  THAT  COULD  BE  USED  ($  MILLIONS) 

1993  1994  TOTAL 

Traditional  Needs:  (wastewater  plants. 
intetcqXors,  coDectors.  combined  sewer 
ovetflows,  etc.)  $3,938  $3,741  $7,679 

Other  States*  345  483  828 

TOTAL:  40  REPORTING  STATES  $4^3  $4^24  $8^7 

TOTAL  ESTIMATED  FOR  50  STATES  AND  TERRITORIES  $10  Smion 

•  AUska,  Arkansas,  Iowa,  Montana,  and  Nonh  Dakota  can  satisfy  projects  that  are  ready  to  go  on  the  SRF  priority 
list  for  mditionally  eligible  needs  if  SRF  funding  continues  at  FY  1993  levels.  But,  they  could  use  the  indicaud 
funds  if  they  were  able  to  eliminate  Tide  II  requirements  and  provide  priiKipal  subsidies  for  water  supply  or 
wastewater  for  small  hardship  conununities  or  Native  Tribes.   Riwde  Island  reported  in  this  category,  as  well  as 
for  mditional  needs.  NOTE:  While  the  other  States  where  not  asked  to  provide  such  information,  their  ability  to 
use  fiiiids  for  non-traditional  eligibiliiies,  if  flexibilitv  were  allowed.  wotJd  substantially  increase  the  funding 
levels  rq)orted  above. 


Coupled  witti  Other  ASIWPCA  and  USEPA  information,  the  survey  data  indicates  that  the  SRF  should 
be  appropriated  at  the  $5  Billion  level  in  FY  1994-97.  as  originally  authorized  by  the  1972  Act  This  does 
not  account  for  inflation  or  increased  mandates  under  the  1987  Act  It  has  been  clearly  documented  that 
the  SRF  is  the  best  mechanism  for  promoting  construction  of  effective  environmental  infrastructure.  It 
is  imique  in  its  ability  to  provide  funding  and  jobs,  with  $5  Billion  generating  up  to  350,(X)0  jobs  annually 
and  over  2-5  times  that  investment  over  time. 

Short-Term:  The  over  $10  BiUion  in  additional  projects  "ready  to  go"  for  1993  and  1994  would  enhance 
protection  of  America's  waters.  In  providing  supplemental  fiinds.  however.  Congress  needs  to  assure  that 
fiinds  arc  accompanied  by  the  following  reforms,  so  that  States  can  expedite  obligations: 

1)    Due  to  deficits,  Slates  are  unable  to  match  a  supplemental. 
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2)  Purchase  of  land/eascmcnts  should  be  eligible.  Restrictions  on  funding  collectors  and  combined  sewer 
overflows  should  be  eliminated. 

3)  Limitations  on  refunding/refinancing  and  cash  payments  should  be  eliminated. 

4)  States  should  be  able  to  extend  repayment  periods  and  blend  principal  subsidies  with  loans  for  small 
hardship  communities.  Smaller  piDJects  should  be  exempt  fiom  Federal  requirements. 

5)  Grant  projects,  created  by  the  Bush  Administration  at  the  SRF's  expense,  should  not  continue. 
"Special  treatment  for  non-compliance"  fuels  a  feeding  frenzy  among  city  lobbyists  that  is  inequitable 
and  threatens  the  very  core  of  the  SRF.  The  multitude  of  municipalities  who  accepted  their 
responsibilities  are  being  penalized. 

6)  States,  whose  projects  "ready  to  go"  can  be  satisfied  by  continuing  existing  funding  levels,  should  be 
able  to  fund  water  supply  projects  and  eliminate  Tide  II  and  other  Federal  requirements. 

Lone-Run:  Municipalities  are  the  largest  single  source  of  water  pollution.  The  nation's  wastewater 
treaunent  needs  documented  by  the  States  and  USEPA  exceed  $130  Billion.  Once  the  1987  Aa 
requirements  are  reflected  in  facility  plans,  they  are  likely  to  be  over  $200  BiUion.  The  SRF.  with  its 
leveraging  potential,  offers  the  only  viable  national  vehicle  for  mcetiiig  that  need.  Il  has  been  successful 
in  the  50  Stales.  While  the  Act  envisioned  a  6  year  $8.4  Billion  capitalization  to  be  phased  out  in  FY94. 
Congress  continues  the  program  because  of  its  effectiveness.  States  can  tailor  SRFs  to  meet  local  needs, 
building  projects  cheaper  and  50%  faster.  In  contrast,  with  55-75%  Federal  grants,  cities  face  a  plethora 
of  nationally  prescriptive  requirements  that  increase  costs,  delay  projects,  discourage  local  initiative  and 
often  reward  non-compliance.  In  providing  long  term  funding,  tiie  following  needs  to  be  considered  in 
addition  to  the  above  reforms  as  outiined  in  ASIWPCA  testimony: 

*  Problems  States  are  encountering  in  providing  a  20%  match, 

*  Simplification  of  Federal  requirements, 

*  Broad  flexibility  to  extend  repayment  periods,  and 

*  Elimination  of  the  4%  restriction  on  funds  for  State  administration. 

The  Association  appreciates  tiiis  opportunity  to  respond  to  your  request.  Please  contact  me  if  you  have 
any  questions  or  further  needs. 


vage         // 


Roberta  (Robbi)  Savage 
Executive  Director  i^ 


cc:  Jeff  Petcison 

ASIWPCA  Membership 
Michael  Quigley 


Attachment:    State  Funding  and  Project  Data 
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A   S   I    W    P  C   A 


Association  ofSlale  and  Inlerslalc 

Water  Polluliun  Control  Administrators 

7S0  Tirsl  Si..  NE,  Suite  910.  Washington.  DC  20002 

(202)  898-090S  •  Fax  (202)  898-0929 


ADDITIONAL  SRF  FUNDS  THAT  COULD  BE  USED  FOR  PROJECTS  DOCUMENTED  AND  READY  TO  GO 

[For  Currently  Eligible  Needs  (Wastewater  Plants,  Interceptors,  Collector  Systems,  Combined  Sewer  Overflows, 

Stormwater  or  NoDpoint  Source  Control,  etc)  —  except  where  indicated  by  "*"J 

($  MILLIONS) 


ALABAMA 

ALASKA* 

ARKANSAS* 

CALIFORNIA 

COLORADO 

CONNECTICUT 

DELAWARE 

FLORIDA 

GEORGIA 

IDAHO 

ILLINOIS 

IOWA* 

KANSAS 

LOUISIANA 

MAINE 

MARYLAND 

MI(3flGAN 

MINNESOTA 

MISSISSIPPI 

MOSTANA' 

NEW  HAMPSHIRE 

NEW  JERSEY 

NEWMEMCX) 

NEW  YORK 

NORTH  DAKOTA* 

OHIO 

OKLAHOMA 

PENNSYLVANLi\. 

RHODE  ISLAND 

SOUTH  CAROLINA 

SOUTH  DAKOTA 

TENNESSEE 

TEXAS 

UTAH 

VERMCWfT 

VIRGINIA 

WASHINGTON 

WEST  VIRGINIA 

WISCONSIN 


1993 

49 

63 

25 

371 

19 

146 

90 

200 

95 

19 

214 

20 

3 

16 

100 

41 
16 
26 

20 

57 

280 

20 

180 

172 

122 

37 

128 

29  +  45* 

156 

25 

50 

320 

8 

200 

790 

49 

82 


1994 


TOT.A.L 


TOTAL:  40  STATES  REPORTING        K283 

ESTIMATED  TOTAL  FOR  SO  STATES  AND  THE  TERRITORIES 


49 

63 

126 

175 

200 

385 

756 

200 

219 

225 

371 

42 

132 

400 

600 

40 

135 

21 

40 

- 

214 

20 

40 

"ia 

23 

17 

33 

200 

300 

317 

317 

100 

141 

173 

189 

15 

41 

28 

48 

120 

177 

140 

420 

12 

32 

277 

457 

172 

344 

100 

222 

29 

66 

33 

161 

18  +  25* 

47  +  70* 

116 

272 

12 

37 

50 

ICO 

- 

320 

22 

22 

18 

26 

300 

500 

197 

987 

30 

79 

112 

194 

$4,224 

$8,507 

RUORIES: 

OVER  $10  BILUON 

'  These  States  do  not  have  projects  "ready  to  go"  on  SRF  priority  lists  for  traditionally  eligible  needs  that  could  now 
use  supplemental  funtls,  but  could  use  the  funds  indicated  if  they  were  able  to  eliminate  Title  II  re^juircmenls  and  provide 
principal  subsidies  or  zero  interest  loans  for  water  supply  or  wastewater  for  small  hardship  communities  or  Native  Tribes.   NOTE: 
Rhode  Island  has  projects  in  both  categories.   While  the  other  States  were  not  asked  to  provide  such  infonnation.  their  ability 
to  use  funds  in  a  like  manner,  if  flexibility  were  allowed,  could  substantially  increase  the  totals  indicated  above. 
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Additional  Statement  of 
Governor  Jim  Edgar 
State  of  Illinois 

TESTIMONT  OH  IHFRASTRUCTURB  AND  ECONOMIC  DEVELOPMENT 


Mr.  Chairman,  members  of  the  Subcommittee,  I  am  Jim  Edgar, 
Governor  of  Illinois  and  Chairman  of  the  National  Governor's 
Association  (NGA)  Committee  on  Economic  Development  and  Commerce.   I 
am  pleased  to  appear  before  the  Economic  Development  Subcommittee  of 
the  House  Committee  on  Public  Works  and  Transportation  to  discuss 
two  issues  of  concern  to  the  nation's  Governors:   the  critical 
linkage  between  a  sound  transportation  infrastructure  and  a  healthy 
economy;  and  the  need  for  full  funding  for  the  Intermodal  Surface 
Transportation  Efficiency  Act  (ISTEA)  in  1993  and  for  the  remainder 
of  its  authorization  through  1997.   I  feel  certain  that  you  will 
agree  that  full  funding  for  the  federal  highway  program  is  an 
essential  first  step  toward  maintaining  an  efficient  transportation 
system. 

The  Governors  are  committed  to  working  with  the  President  and 
Congress  on  a  sound  transportation  infrastructure  improvement 
program  that  will  also  provide  further  economic  stimulus  to  our 
economy.   Toward  that  end,  I  have  developed  a  proposal,  that  the 
National  Governors  Association  just  this  week  adopted  along  with 
Governor  Miller's  call  for  full  funding  of  ISTEA,  urging  the 
Secretary  of  the  US  Department  of  Transportation  to  fully,  actively 
and  consistently  implement  provisions  of  ISTEA  that  will  produce 
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quick,  preventive  action  to  repair  and  restore  transportation 
infrastructure,  PARR.   Today  I  would  like  to  briefly  discuss  the 
important  relationship  of  a  sound  transportation  infrastructure  and 
a  healthy  economy,  and  explain  why  my  proposal  that  was  endorsed  by 
the  other  governors  is  so  important  to  the  nation's  economy. 

Transportation  Infrastructure/Economic  Development  Linkage 

The  Governors  recognize  that  a  major  underpinning  to  any 
long-term  jobs  outlook  is  the  nation's  collective  infrastructure 
investments.   Our  infrastructure  is  existing  on  borrowed  time. 
Aging  and  deferred  maintenance  have  accumulated  into  problems  of 
immense  proportion.   The  cost  of  rebuilding  the  nation's  crumbling 
and  inadequate  roads  and  bridges,  airports  and  transit  systems  and 
other  facilities  necessary  for  growth  and  productivity  is  in  the 
trillions  of  dollars. 

Unfortunately,  there  is  a  tendency  to  take  our  transportation 
infrastructure  for  granted  until  there  is  a  crisis  with  an 
infrastructure  facility  that  jolts  motorists  and  the  business 
coimnunity  with  the  realization  of  what  happens  to  the  movement  of 
people  and  goods  when  a  vital  artery  is  severely  restricted  or 
closed  altogether.   This  is  partly  due  to  the  fact  that  our  nation 
has  enjoyed  a  high  level  of  investment  in  transportation 
infrastructure  from  the  end  of  World  War  II  until  the  mid-seventies 
when  we  were  constructing  the  Interstate  system  of  highways  and 
building  new  airports.   This  was  also  an  era  of  relatively  high 
productivity  growth  in  the  United  States.   However,  several  studies 
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have  shown  that  this  era  of  high  investment  and  productivity  has  not 
been  maintained.   To  name  one  example,  I  am  sure  you  are  familiar 
with  David  Aschauer  who  has  demonstrated  the  strong  linkage  between 
productivity  and  the  level  of  investment  in  infrastructure, 
including  transportation. 

With  enactment  of  the  ISTEA  in  1991,  and  its  modernized  program 
format  providing  increased  funding,  new  programs  stressing  facility 
preservation,  and  increased  flexibilities  and  program  efficiencies, 
we  were  encouraged  that  infrastructure  spending  would  increase  so 
that  states  could  address  their  huge  backlog  of  project  needs. 
However,  Congress  set  a  spending  limit  on  ISTEA  programs  which  was 
only  80.5  percent  of  the  amounts  authorized  by  ISTEA  for  1993. 

The  proper  preservation  of  the  nation's  infrastructure  has  both 
direct  and  indirect  effects  on  to  employment.   First,  capital 
improvements  and  construction  directly  create  jobs.   That  kind  of 
employment  is,  however,  often  cyclical  because  infrastructure 
investments  under  current  public  financing  mechanisms  are  closely 
affected  by  economic  conditions.   Second,  and  of  much  greater 
importance  in  the  long  run,  jobs  in  all  sectors  of  the  economy  rely 
on  efficient  linkage  to  infrastructure  facilities.   For  example, 
business  will  not  build  a  factory  without  transportation  facilities 
that  provide  easy  access  for  workers  and  raw  materials,  and  allow  an 
efficient  and  economical  distribution  of  finished  products. 
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Let  me  describe  this  connection  in  more  concrete  terms.   When 
cargo  and  people  are  forced  to  spend  long  hours  waiting  in  traffic 
jams  or  in  crowded  airports,  there  is  lost  productivity. 
Productivity  is  also  lost  when  freight  must  take  circuitous  routes 
to  market  because  of  deteriorated  bridges  and  highways.   Many 
businesses  no  longer  keep  large  inventories  on  hand.   They  rely  on 
timely  delivery  of  products  to  continue  operation.   When  these 
deliveries  are  delayed,  productivity  suffers.   An  inadequate  highway 
system  prevents  firms  from  choosing  otherwise  good  sites  for 
development,  which  means  lost  opportunities  for  new  jobs  and  new 
revenue.   Lack  of  rail  freight  service  increases  the  cost  of 
shipping  bulk  commodities  was  well  as  the  cost  of  maintaining 
highways. 

Underinvesting  in  our  transportation  infrastructure  also  carries 
a  heavy  price  in  terms  of  higher  repair  costs  due  to  deferred 
repairs  and  increased  operating  costs.   For  example,  a  highway  in 
need  of  simple  resurfacing  may  require  costly  reconstructing  later 
if  repairs  needed  initially  are  delayed.   Rough  roads  increase 
vehicle  operating  costs  as  tires  and  shock  absorbers  wear  out  faster 
and  more  frequent  wheel  alignments  are  needed.   For  public 
transportation  systems,  deferring  the  scheduled  replacement  of 
vehicles  that  have  reached  the  end  of  their  serviceable  life  will 
lead  to  more  vehicle  breakdowns  and  higher  maintenance  costs.   Both 
drive  up  operating  costs.   In  addition,  vehicle  breakdowns  disrupt 
service  and  hamper  the  ability  of  transit  agencies'  to  retain  the 
riders  upon  whose  revenue  they  depend.   Neglecting  infrastructure 
investment  needs  is  an  expensive  option. 
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Naintaining  a  transportation  network  that  is  responsive  to  the 
needs  and  opportunities  for  economic  development  is  an  imnense 
challenge.   It  is  a  challenge  for  which  existing  funding  levels  and 
past  management  and  technical  practices  are  no  longer  adequate.  We 
must  look  at  new  ways  to  finance  transportation  investments  and  more 
ways  to  stretch  limited  resources  for  maximum  benefit. 
TransDor^a^ion  Needs 

Let  me  discuss  some  of  the  nation's  and  Illinois'  infrastructure 
needs.   The  nation's  transportation  infrastructure  needs  are 
enormous  and  vastly  exceed  available  revenues.   One  measure  of  the 
gap  was  developed  by  the  American  Association  of  State  Highway  and 
Transportation  Officials  (AASHTO)  in  a  report  on  the  nation's 
surface  transportation  needs.  The  AASHTO  report  notes  that  the 
nation  spent  $66  billion  in  FY  1987  in  federal,  state  and  local 
funds  on  highway  improvements.   Investment  requirements  just  to 
maintain  the  current  condition  of  highways  average  $80  billion  a 
year  through  the  year  2020  and  a  level  of  $100  billion  annually  is 
required  to  make  improvements  to  meet  growing  demand  and  improve 
current  service  levels. 

In  Illinois,  the  Department  of  Transportation  maintains  a 
comprehensive  assessment  of  surface  transportation  needs  on  state 
jurisdiction  roads  over  the  next  five  years.   This  assessment 
compares  the  state's  surface  transportation  needs  with  funding  that 
is  projected  to  be  available  from  current  revenues.   It  is  estimated 
that  at  least  $10-12  billion  is  needed  for  highway  improvements 
throughout  the  state  over  the  next  five  years.  Only  about  $5 
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billion  will  be  available  from  current  federal,  state  and  local 

revenues,  leaving  $5  to  7  billion,  or  over  50  percent  of  the  need 

unfunded.   The  local  system  will  have  roughly  $5  billion  in  needs  as 

well. 

To  exemplify  the  situation,  I  would  like  to  just  highlight  a  few 

of  Illinois'  transportation  needs: 

o   Interstate  Rehabilitation — The  interstate  system  is  a  key 
lifeline  to  the  economy  of  the  nation  as  well  as  Illinois. 
Today,  74  percent  of  the  interstate  system  in  Illinois  is  more 
than  20  years  old.   Over  the  next  five  years,  that  will  increase 
to  88  percent.   Needed  rehabilitation  and  capacity  improvements 
on  Illinois'  interstates  is  estimated  to  cost  nearly  $3  billion 
over  the  next  five  years. 

o   Urban  Transportation — Traffic  congestion  in  urban  areas  is  one 
of  the  nation's  most  critical  problems.   It  is  particularly 
severe  in  the  Chicago  metropolitan  area.   Congestion  problems 
require  both  highway  and  transit  capital  investments. 
Throughout  the  state,  approximately  1800  center-line  miles  of 
urban  roads  (excluding  interstates)  are  in  need  of 
improvements.   It  is  estimated  that  at  least  $3  billion  is 
needed  to  address  congestion  relief  and  preservation  ndeds  on 
the  state  system  in  urban  areas. 

Preventative  Action  To  Repair  and  Restore 

Now,  let  me  explain  more  about  my  PARR  proposal  that  NGA  has 

adopted.   As  I  said  earlier,  there  is  a  critical  linkage  between  a 
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sound  transportation  infrastructure  and  a  healthy  economy.  The  NGA 
call  for  full  funding  of  ISTEA  for  fiscal  1993  and  for  the  remainder 
of  its  authorization  period  will  have  a  positive  effect  on  the 
nation's  economy  and  create  jobs.   The  full  funding  of  ISTEA  would 
allow  a  greater  number  of  highway  projects  of  all  kinds  in  all 
states.   Under  full  funding  of  ISTEA  for  FY  1993  alone,  an  estimated 
63,000  construction  industry  jobs  would  be  created  from  spending  the 
$3  billion  in  highway  funding  that  was  withheld  from  the  states  as  a 
result  of  FY  1993  appropriations  action.  These  jobs  would  be  about 
equally  divided  between  direct  on-site  construction  and  off-site 
equipment  suppliers.   In  addition,  another  estimated  63,000  jobs  are 
would  be  created  when  the  profits  and  wages  from  the  construction 
activity  "ripple"  through  the  economy.  The  impact  of  these 
additional  jobs  and  economic  activity  is  significant  considering 
that  all  of  this  can  be  generated  just  from  the  release  of  funds  for 
the  highway  program.  Assuming  no  significant  change  in  the  national 
labor  force,  the  addition  of  126,000  jobs  nationally  would  reduce 
the  national  unemployment  rate  from  the  projected  rate  of  7.0 
percent  for  1993  to  6.9  percent.   It  is  further  estimated  that  the 
addition  of  126,000  jobs  nationally  would  provide  an  economic  boost 
that  would  reduce  the  nation's  deficit  by  approximately  $4  billion. 
Consequently,  the  release  of  the  withheld  $3  billion  is  more  than 
just  "revenue  neutral",  it  is  "revenue  positive"  in  that  it  will 
result  in  a  decrease  in  the  nation's  deficit. 

As  I  mentioned,  the  PARR  proposal,  incorporated  into  the  NGA 
resolution,  calls  on  the  US  Department  of  Transportation  to  actively 
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seek  to  administer  the  federal  highway  program  to  enhance 
eligibility  for  simple  preservation  projects,  to  streamline  project 
development  processes,  and  to  consider  even  more  relaxed  non-federal 
match  requirements.   These  measures  are  proposed  to  expedite  the  use 
of  additional  spending  authority  for  ready-to-go  projects,  thereby 
providing  a  quick  stimulus  to  the  economy. 

I  will  explain  what  changes  from  current  policy  we  envision  in 
these  areas.   First,  concerning  broadened  eligibility,  we  ask  that 
the  Federal  Highway  Administration  permit  simple  single  layer 
resurfacing  to  help  preserve  highway  pavements  until  more  extensive 
reconstruction  can  be  funded.   This  strategy  is  used  by  Illinois  and 
other  states  as  part  of  an  overall  pavement  management  system.   We 
also  ask  FHWA  to  allow  simple  resurfacing  projects  on  the  National 
Highway  System  without  bringing  other  geometric  features,  such  as 
shoulder  width  and  guardrail  height,  up  to  "new  design"  standards 
when  no  high  accident  locations  are  involved. 

Second,  we  ask  that  US  DOT  and  federal  natural  resource  agencies 
be  urged  to  develop  interagency  agreements  with  transportation 
departments  on  a  self  certification  process,  following  procedures 
acceptable  to  the  resource  agencies,  for  projects  without 
significant  environmental  impacts  (those  not  requiring  an 
environmental  impact  statement).   This  would  relieve  all  agencies  of 
burdensome  reviews  of  simple,  routine  projects  and  free  up  staff  for 
those  projects  with  significant  impacts. 
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Third,  some  states  have  needed  to  use  the  deferred  match 
provisions  of  the  ISTEA  even  to  make  use  of  the  existing  level  of 
federal  highway  funding  for  FY  1993.   A  $3  billion  increase  in 
obligation  authority  as  called  for  by  NGA  (and  virtually  all  other 
national  transportation  organizations)  may  necessitate  a  further 
relaxation  of  non-federal  match  requirements.   Congress  should  give 
consideration  to  making  the  existing  deferral  provision  less  onerous 
by  allowing  payback  of  funds  over  time  through  overmatching  of 
future  projects.   Perhaps  even  raising  the  federal  match  from  80  to 
90  percent  for  the  additional  funds  could  be  considered. 

In  conclusion,  I  would  like  to  reiterate  that  a  sound 
transportation  infrastructure  and  a  healthy  economy  are  critical  to 
this  nation's  growth.   We  Governors  have  two  goals:   a  strengthened 
transportation  infrastructure  and  economic  recovery.   Full  funding 
of  ISTEA  is  an  easy  first  step  in  the  right  direction  to  reach  both 
of  these  goals.   On  behalf  of  the  nation's  Governors,  I  urge 
Congress  to  fully  fund  ISTEA  and  direct  the  US  Department  of 
Transportation  to  actively  and  consistently  implement  provisions  of 
ISTEA  that  will  produce  quick,  preventive  action  to  repair  and 
restore  transportation  infrastructure,  and  JOBS! 

Thank  you  for  the  opportunity  to  present  my  views.   I  commend 
you  for  your  commitment  to  the  transportation  infrastructure  which 
is  a  key  underpinning  of  our  economy  and  prosperity. 


«#« 
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WTOGRAPHY 

Illinois  Gov.  Jim  Edgar  is  chairman  of  the  Economic 
Development  and  Commerce  Committee  of  the  National  Governors* 
Association,  president  of  the  Council  of  State  OovernmentB  end 
chairman-elect  of  the  Education  Commission  of  the  States. 

As  CSovernox  since  1991,  Edgar  has  brought  a  fresh 
management  style  to  the  chief  executive's  office,  setting  the 
tone  for  his  administration  on  the  day  after  his  inauguration 
when  he  cut  the  budget  for  his  staff  by  $1  ntillion.   For  the 
first  time  in  anyone's  memory,  state  government  has  been 
downsized  and  streamlined  In  order  to  address  a  budget  deficit 
Edgar  inherited  while  preserving  and,  in  some  cases,  even 
boosting  funding  in  such  priority  areas  as  education,  child 
welfttie  and  mental  health.   Moreover,  the  Governor  recently 
enacted  a  welfare  reform  program  known  as  Earnfare,  which 
facilitates  the  movement  of  former  General  Assistance 
recipients  from  public  aid  rolls  to  private-sector  payrolls. 

In  addition,  he  has  won  praise  for  his  Cabinet  appointments 
who  have  brought  extraordinary  ability  and  diversity  to  the 
management  of  state  government. 

Edgar  was  inaugurated  as  the  38Lh  Governor  of  Illinois  on 
January  14,  1991. 

He  was  elected  after  being  endorsed  by  almost  every  major 
newspaper  in  the  state  on  the  basis  of  a  widely  acclaimed 
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record  in  public  service  —  including  a  crackdown  on  drunk 
driving  that  saved  thousandtJ  of  lives  on  Illinois  highways 
while  he  was  Secretary  of  State. 

Edgar  also  used  hia  position  as  Secretary  to  pioneer  an 
adult  literacy  program  that  became  a  model  for  the  nation.   As 
Chairman  of  the  Illinois  Literacy  Council,  he  marshaled  support 
from  both  the  public  and  private  sectors  —  from  business  and 
labor  leaders,  from  local  officials,  from  educators  and  from 
community  organisations  —  to  establish  volunteer  tutoring 
programs  for  some  of  the  two  million  Illinois  adults  who  are 
functionally  illiterate. 

After  being  appointed  in  1981  to  fill  a  vacancy,  Edgar  won 
election  as  Secretary  of  State  in  1982  and  garnered  reelection 
in  1986  by  the  largest  plurality  of  any  statewide  candidate  in 
Illinois  history. 

## 
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0   Mr.  Chairman  and  Members  of  the  Economic  Development 
Subcommittee,  I  am  Bob  Miller.  Governor  of  Nevada,  and  Lead 
Governor  for  Transportation  of  the  National  Governors 
Association.  I  am  pleased  to  have  the  opportunity  to  speak  to  you 
today  about  meeting  our  nation's  infrastructure  needs.   My 
remarks  will  focus  on  the  need  to  fully  fund  the  Intermodal 
Surface  Transportation  Efficiency  Act,  but  I  join  with  my  fellow 
governors  in  support  of  increased  funding  for  the  Clean  Water  Act 
and  the  Community  Development  Block  Grant.   In  addition.  I  would 
concur  with  the  local  officials  who  have  appeared  before  you 
explaining  the  magnitude  o£  infrastructure  needs  in  communities 
around  the  country. 

e   There  is  an  unquestioned  need  for  increased  transportation 
infrastructure  investment.   National  estimates  make  that  clear. 
He  would  have  to  expend  S9.5  billion  a  year  mere  than  is 
currently  being  invested  just  to  maintain  the  nation's  highways 
at  1989  conditions.   To  significantly  improve  conditions  would 
require  more  than  doubling  investment,  from  about  S36  billion  per 
year  to  875  billion. 

o   In  Nevada,  the  10-year  tftimate  of  highway  financing  needs 
relative  to  projected  income  shows  about  SI. 5  billion  dollars  to 
deal  with  S3  billion  of  need.   The  backlog  of  necessary  highway 
repair  in  that  total  is  over  S300  million  and  can  only  grow 
larger . 

o   When  I  look  at  essential  transportation  infrastructure 
spending  in  Nevada,  I  start  in  the  North  with  the  resurfacing  of 
Interstate  80.  which  connects  California  with  Utah,  and  I  end  in 
the  South  with  a  bridge  spanning  the  Colorado  river  which  would 
take  traffic  off  Hoover  dam.   In  between  we  have  the  Las  Vegas 
beltway,  the  widening  of  1-lS  which  connects  California  with  Las 
Vegas,  expansions  at  both  of  our  major  airports,  an  upgrading  for 
the  Reno-area  railyards.  and  a  half  dozen  major  interchanges  in 
the  Las  Vegas  area,  which  year  after  year  is  one  of  the  nation's 
fastest  growing.   The  bill  mounts  through  the  millions,  tens  of 
millions,  hundreds  of  millions  and  into  the  billions  in  a  state 
which  currently  has  a  population  of  only  one  and  a  quarter 
million. 

o   None  of  what  I  am  talking  about  is  frivolous  or  pork.   These 
projects  are  essential  to  serve  the  public  and  to  undergrid  our 
continued  economic  growth  an  development.   Beyond  the  absolutely 
essential,  we  have  the  merely  important,  such  as  a  high  speed 
rail  line  between  California  and  Nevada  and  a  Mag-Lev  people 
mover  which  combined  would  link  the  major  modes  of  transportation 
in  Clark  County.   (By  the  way,  when  Clark  County  inventoried  its 
essential,  ready-to-go  public  works  projects  their  total  cost 
exceeded  S300  million.) 
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o   Increasing  inf riBtructure  spending  ac  thia  time  would  have 
both  long-term  and  short-ter.-n  and  short-term  economic  payofft. 
It  has  been  estimated  that  a  dollar  spent  on  public 
infrastructure  generates  two  to  five  times  as  much  leverage  on 
CNP  as  an  additional  dollar  of  private  investment.   X  billion 
dollars  spent  on  transporation  infrastructure  generates  as  many 
as  60,000  jobs,  half  within  the  construction  industry  and  half 
within  the  broader  economy. 

o   There  is  an  effective  means  of  delivering  transportation 
infrastructure  financing  in  place  -  the  Intermodal  Surface 
Transortation  Efficiency  Act.   It  passed  to  much  fanfare  in  1991, 
but  as  you  know  it  has  not  been  fully  funded,  the  shortfall  being 
over  S4  billion  this  year.   There  would  be  no  better  way  to 
guarantee  transportation  infrastructure  investments  that 
contribute  to  longterm  economic  competitiveness  than  to  fully 
fund  ISTEA. 

o  But  what  about  the  short  term?   Can  states  put  more  money  co 
good  use  quickly.   Yes  and  Yes  are  the  answers  provided  by  two 
surveys  carried  out  by  the  American  Association  of  State  Highway 
and  Transportation  Officials.   State  transportation  directors 
report  that  they  could  put  an  additional  S8.5  billion  to  good  use 
this  year.   About  S6.5  billion  of  that  could  be  devoted  to 
ready-to-go  projects,  ones  that  could  be  gotten  underway  in  30  to 
90  days.   I  should  note  that  the  transportation  directors  urge 
that  states  be  provided  flexibility  to  use  the  funds. 

o  There  is  no  single  issue  on  which  there  is  a  stronger 
consensus  among  governors  than  the  need  to  fully  fund  ISTEA.   At 
the  National  Governors'  Aasociationconf erence  which  concluded 
this  morning  governors  reaffirmed  this  commitment  in  passing  a 
resolution  offered  by  Governor  Edgar  and  myself.   Last  year  and 
the  year  before  50  governors  signed  a  letter  supporting  full 
funding.   The  federal  gas  tax  revenues  deposited  in  the  highway 
trust  fund  are  collected  for  the  scle  purpose  of  financing 
transportation  programs.   Governors  of  both  parties  and  from  all 
regions  believe  that  they  should  be  spent. 

o   It  is  important  to  stress  that  this  consensus  is  backed 
by  commitment.   State  and  local  governments  provided  about  10%   of 
the  funding  for  highways  in  this  country,  a  share  that  has  been 
rising  steadily  in  recent  years.   At  its  last  session,  Nevada's 
legislature  raised  the  State's  gas  tax  by  five  cents.   Voters  in 
Lae  Vegas  end  the  surrounding  communities  that  make  up  Clark 
County  voted  ovarwhelmingly  in  favor  of  paying  SlOO  million  in 
each  of  ten  years  to  fund  transportation  projects. 

o   so  what  does  this  add  up  to?   We  have  the  need.   The  benefits 
in  the  near-term  are  substantial.   The  long-terra  costs  of  not 
acting  are  beyond  calculation.   The  commitment  is  strong.   The 
delivery  mechanism  is  available.   I  urge  the  Congress  to  act  and 
to  act  as  quickly  as  possible  on  an  infrastructure  finencing 
package  that  includces  the  full  funding  of  ISTEA. 
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BIOGRAPHICAL  SKETCH  OF  NEBRASKA  GOVERNOR 

E.  BENJAMIN  NELSON 

Elected  In  1990,  Governor  Ben  Nelson  immediately  began 
working  for  his  Initiatives  In  Education,  the  Environment  and 
Economic  Development. 

During  his  first  16  months  in  office.  Nelson  Initiated  and 
guided  to  passage  a  solution  to  the  state's  personal  property  tax 
crisis.   The  tax  problem  had  been  building  for  20  years  and  was 
threatening  to  strangle  government  operations.   Resolution  of  the 
problem  restored  confidence  in,  and  stability  to,  the  state's  tax 
system. 

At  the  same  time.  Nelson  moved  to  restore  fiscal 
responsibility  to  state  spending.   His  tight  reign  led  to  a  one 
year  budget  increase  of  less  than  one-half  of  one  percent.   The 
Governor  also  Instituted  a  Strategic  Budget  Plan  with  the  goal  of 
making  government  more  efficient  and  effective.   Under  the  plan, 
every  state  agency  is  required  to  evaluate  programs  and 
priorities  for  a  possible  10%  spending  cut. 

Under  Nelson's  leadership,  Nebraska  has  moved  from  31st  to 
21st  in  Financial  World  magazine's  "State  of  the  States" 
financial  health  ranking.   City  and  State  magazine  ranks  Nebraska 
2nd  among  all  50  states  in  terms  of  a  solid  financial  condition. 

Nelson  led  the  way  In  enacting  monumental  environmental 
legislation  for  the  state.   The  Governor's  Environmental  Trust 
Fund  has  been  established  and  will  provide  needed  financing  for 
worthy  environmental  projects.   Monies  for  the  Trust  Fund  will  be 
provided  from  proceeds  from  a  statewide  lottery.   The  lottery, 
proposed  by  the  Governor  and  passed  by  state  lawmakers,  awaits 
voter  approval . 

Governor  Nelson  helped  originate,  and  serves  as  Chairman  of, 
the  Governors'  Ethanol  Coalition,  a  16-state  ethanol  promotion 
and  policy  group.   Additionally,  Nelson  was  selected  as  Vice 
Chair  of  the  Midwestern  Governors'  Association  and  as  Vice  Chair 
of  the  National  Governors'  Association's  Agriculture  Committee. 
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Page  Two 

Nelson  Biography 


Nelson  entered  the  practice  of  law  In  1972,  eventually  being 
named  General  Counsel,  President,  and  Chief  Executive  Officer  for 
Central  National  Group,  a  major  Insurance  provider.   He  also 
served  as  Executive  Vice  President  of  the  National  Association  of 
Insurance  Commissioners.   Nelson  joined  Kennedy,  Holland,  DeLacy 
&  Svoboda,  one  of  Nebraska's  most  prominent  law  firms,  as 
Attorney-of -Counsel  in  1985.   He  has  also  served  as  Nebraska's 
Director  of  Insurance. 

Nelson  earned  degrees  in  logic,  philosophy  and  law  from  the 
University  of  Nebraska.   In  May  of  1992,  he  was  awarded  an 
Honorary  Degree  from  Creighton  University  for  his 
accomplishments . 

Nelson  was  born  in  McCook,  Nebraska  in  1942  to  Benjamin  E. 
and  Birdella  Nelson.   He  is  a  life-long  Nebraskan.   The  Governor 
and  his  wife  Diane  have  four  children. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

Thank  you  for  the  opportunity  to  appear  before  you  today  to  discuss 
the  infrastructure  needs  of  Nebraska  and  the  United  States.  I  want  to 
highlight  for  you  some  of  the  unique  aspects  of  infrastructure  issues  in 
large,  sparsely  populated  states  like  Nebraska. 

In  particular,  I  want  to  focus  on  the  long-term  benefits  of  basic 
infrastructure  investments  —  as  well  as  the  mounting  backlog  of  fundamental 
infrastructure  needs  in  my  state. 

Over  one-and-a-half  million  people  live  in  Nebraska,  and  about  half  of 
them  are  located  in  Omaha  and  Lincoln,  in  the  eastern  one-third  of  the  states 
There  are  535  communities  in  Nebraska,  spread  across  more  than  77  thousand 
square  miles.  Ninety  percent  of  our  communities  have  less  than  2500  people. 

In  this  context,  Nebraskans  have  a  deep  appreciation  for  the  value  of 
infrastructure  to  our  quality  of  life: 

*  Our  highway  system  is  essential  for  getting  our  crops  to 

market,  our  manufactured  goods  into  interstate  transportation,  and 
our  people  from  one  community  to  another  —  hundreds  of  miles 
apart. 

*  Our  mass  transit  system  —  although  limited  —  is  an  integral 
part  of  both  our  urban  centers  and  our  rural  communities. 

*  Airports  —  both  large  and  small  —  add  a  vital  dimension  to  our 
overall  transportation  system. 
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*  Conmiunity  development  projects  —  from  streets  to  sewers  —  are 
a  key  element  of  our  statewide  economic  develpment  strategy. 

*  Wastewater  treatment  facilities  —  adequately  funded  for 
construction  and  maintenance  —  help  protect  the  quality  of  our 
environment. 

Like  other  states,  Nebraska's  infrastructure  needs  are  mounting  rapidly, 
while  anticipated  federal  funding  continues  to  be  withheld.  There  are  any 
number  of  planned  and  approved  projects  awaiting  the  resources  for 
implementation.  For  example: 

*  Nebraska  has  67.2  million  dollars  of  impounded  federal 
apportionments  for  highways  —  money  that  we  could  spend  tomorrow 
—  to  accelerate  implementation  of  our  roads  plan. 

*  There  are  an  additional  4.2  million  dollars  in  federal  transit 
money  —  money  that  we  could  spend  tomorrow  —  withheld  under 
ISTEA. 

*  Nebraska  has  a  backlog  of  over  26  million  dollars  in  needed 
airport  improvement  projects  awaiting  federal  funding —  money  that 
we  could  spend  tomorrow.  Some  of  these  projects  date  back  as  far 
as  1976. 

*  Wastewater  and  sewer  needs  in  the  90  percent  of  Nebraska 
communities  under  2500  people  amount  to  nearly  19  million  dollar — 
money  that  we  could  spend  tomorrow.  And  this  figure  will 
continue  to  grow  as  stricter  environmental  regulations  are  put  in 
place. 

Full  release  of  authorized  funds  —  as  well  as  additional  investments  in 
infrastructure  —  will  pay  big  dividends  across  the  country.   In  the  short 
term,  these  investments  translate  into  jobs  —  a  spark  that  can  ignite  an 
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economy  poised  for  recovery. 

Programs  are  in  place  to  make  these  investments  without  new 
bureaucracies.  We  ask  that  you  use  programs  like  ISTEA,  CDBG,  and  the  Clean 
Water  Act  as  the  mechanism  to  fund  infrastructure  improvements. 

We  also  ask  that  you  rely  heavily  on  formula  funding  through  these 
programs.  The  growing  number  of  demonstration  projects  —  while  addressing 
legitimate  needs  —  drains  resources  from  states  like  Nebraska. 

State  and  local  government  leaders  —  Governors,  Mayors,  and  State 
Legislators  —  are  united  in  our  support  for  infrastructure  funding  through 
existing  programs.  The  needs  are  documented,  plans  are  on  the  books  —  all 
that  remains  are  the  dollars. 

I  know  that  Congress  is  interested  in  moving  quickly  to  get  an  economic 
stimulus  package  out  to  those  in  the  country  who  are  in  desperate  need  of 
jobs.   States,  particularly,  are  in  the  best  position  to  see  that  the  funds 
provided  are  infused  into  the  economy  quickly  and  efficiently.  We  have  the 
experience  and  the  mechanism  to  move  the  money  into  projects  and  programs  that 
mean  jobs  and  a  better  life  for  our  citizens. 

In  the  long  term,  improvements  in  our  infrastructure  through  new 
construction  and  maintenance  will  provide  the  foundation  for  sustained 
economic  growth. 

Infrastructure  needs  in  a  small  state  like  Nebraska  are  unquestionably 
different  from  those  in  larger  states  —  but  they  are  no  less  important.  The 
strength  of  our  economy,  and  the  quality  of  our  environment,  require  good 
roads,  up-to-date  treatment  facilities,  adequate  airports,  and  reliable  mass 
transit  networks. 

I  am  compelled  to  mention  one  other  important  matter,  and'  that  is  the 
issue  of  any  increase  in  the  federal  gasoline  tax,  or  any  new  energy  tax. 
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I  believe  that  the  diversion  of  two  and  a  half  cents  of  the  five  cent 
gasoline  tax  increase  in  the  Budget  Reconciliation  Act  of  1990  was  wrong. 
That  action  marked  the  first  time  that  gas  tax  revenues  were  siphoned  off  for 
non-transportation  purposes,  and  that's  bad  public  policy. 

I  hope  that  federal  deficit  reduction  efforts  will  focus  on  reductions 
in  spending,  with  any  potential  tax  increases  considered  as  a  last  resort. 
But  if  Congress  moves  ahead  with  any  new  energy  tax,  however  broad-based,  a 
significant  portion  should  be  dedicated  to  funding  infrastructure  needs,  and 
the  two  and  a  half  cents  should  be  reclaimed.  And  if  Congress  increases  the 
federal  gasoline  tax,  all  of  that  increase  should  go  to  transportation. 

Mr.  Chairman,  I  want  to  leave  you  and  the  other  members  of  the  panel 
with  these  thoughts.  I  don't  believe  we  need  any  new  short-terra  public  works 
programs  to  stimulate  the  economy. 

We  already  have  programs  in  place  that  we  know  will  work,  programs  that 
have  been  proven  to  be  efficient  and  effective,  programs  which  are  based  upon 
formulas  that  are  fair  to  sparsely  populated  states  and  states  with  low  per 
capita  incomes. 

These  programs  were  carefully  designed  to  meet  the  long-term 
infrastructure  needs  of  this  country.  They  will  result  in  sound  and  lasting 
improvements  that  will  provide  the  foundation  for  sustained  economic  growth 
and  enhance  our  competitive  position  with  respect  to  the  rest  of  the  world. 
I  urge  you  to  accelerate  and  increase  the  funding  for  these  existing 
programs,  rather  than  setting  up  new,  short-term  programs  that  will  waste  time 
and  money. 

Along  with  my  fellow  governors,  I  hope  that  Congress  moves  forward 
quickly  to  enhance  America's  investment  in  its  infrastructure.  The  actions 
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that  you  and  your  colleagues  take  in  the  next  few  weeks  will  lay  the 
groundwork  for  prosperity  into  the  next  century. 

Again,  Mr.  Chairman,  thank  you  for  the  opportunity  to  present  my  views 
here  today.  I  would  also  ask  that  my  extended  remarks  be  made  a  part  of  the 
record. 
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ITATBtBRT  Or  COVIUIOB  HICBAB.  StnXlVAIT 
BtrOU  TBI 

Booit  cowann  os  rutiic  wous  axd  tursporatioi 

lUBCOHKXnSS  OH  XCONOHZC  DtVSlOFKBin 
FSBIUAIT  a,  1993 


OOOD  ARIIirOOII,  CHAIUUn  WIS!  AMD  MXMBIM  OF  TKl  SQBCOMaTTRB .  Z  AH  PUASID 
TO  HAVS  THIS  OPPOBTUMITY  TO  DISCUS!  THI  CBITXCAL  RKO  fOS  UnnSTtailT  IR  TO 
■ATIOR'S  CLSAV  VATIB  IlT?KA8TSUCTinB ,  AID  TO  AOVOCATI  IRCLOSIOll  or  WATIl 
IRFRASTKTICTUSI  rUllfiieiC  IV  ANT  ICORONIC  tTIMULUB  rACKACI.  X  AN  HIU 
UPRXSXIITIIIO  BOTH  TBI  RATIORAL  QOVBUTOKI'  ASSOCIATXOV  AJ  THE  CKAIB  OP  ITS 
COWHTTBS  OR  RATOBAl.  tSSOUBCSS,  AND  TKl  STAIB  Of  VYOKIRO. 

RO  ORB  DOOBTi  THAT  TMB  COST  OF  CLBAR  WAXBK  XH  TRB  19«0a  iTlUi  Bl  RI6B.  A  1990 
IVA  nSDB  ASaiBSNERT  XITINATID  TIAT  XRTBASTRUCTaU  RECBSSABT  TO  NUT  THX  O0AL8 
or  TEK  CHAM  WATIR  ACT  WILL  COST  tllO.6  BILLION  TRKOUOR  THE  TIAX  2010.  A  1992 
CtNIKAL  ACCOITNTINO  OFTTCB  8TU0T  PBOJICTBD  COSTS  OVBB  TBI  SAKB  nBIOD  IN  XXCX8S 

OP  ilAO  BILLION. 

CORBCTT  fOTDIHCI  LIVBLS  AJtl  aBARLT  INADIQTJATI  IR  THI  PACI  OF  THKSI  PBOJfCTBD 
VBIDB.  THI  CLIAR  WATBE  ACT  CUBRINTLT  AUTHOtlZIB  ORIT  |S.4  BILLIOR  THBOOTB 
1994  IR  CAPITALI2ATT0M  eXAXTS  FOB  WASTIVAIBB  IKFBAIIBUCIOU  nHARCtllQ  THBOCOI 
SXAXl  IXVOLVIRC  LOAN  PURDI  BSIABLI8HBD  UHDXB  THI  1917  CLEAR  WATSl  ACT 

AMSRXMtNTS.         ^ 

TESHBDAT,  THE  RATIONAL  eOVElSORS*  ASSOCIATION  ADOPTED  POLICY  BXCOJtCBRDINO  IS 
BILLIOR  PBt  THAI  TRBOUOH  THE  YEAS  2000  IR  PEDBBAL  aPlTALXUTIOR  OBANTS  TO  THB 
STATE  REVOL\aHQ  LOAN  TURDS. 
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■wi»  lOAA  •a  MiU.iUll  VBK  XIAI  WAI  Xn  SON  OlXOXtALLT  AVTIOIinO  AMD 

APriof UAno  rot  viiTiviTSt  ttiAmniT  mrRAftTBucrou  unwi  to  cliav  wnti  act 

or  i«72,  raioi  to  m  irtboductiov  or  costly  ibv  rttMDAni  ihtosid  oi  ium  n 

xn    1917    CUUI  WATIB    ACT  AKtROKUITS.      COMSXeilllW   TBI   UTSCrS    Or   tnrUTIOH. 

va  Amuu  nnRAL  coMonoiT  had  bzbh  uoucn  at  well  ovzi  halt  n  tm  last 

TWniXT  TXARS.  AT  THE  SAMI  TIKB,  TRK  FR08UM  11  HDCB  MOSt  BXPIRSIVB  THAI  IT 
WAS  TWBMTT  flAU  AOO. 

AS  BmninO  BT  THE  1917  OLSAS  VATBI  ACT  AMMMBirTfl.  ALL  rZHT  STATES  HAVE 
CUATBO  STATE  BEVOLVIRC  LOAN  rUHDS  nOH  WHICH  TEST  RAT  MAO  TWERTT-nAI  LOARS 
TO  COMfilHIXIBS  TO  SU?POST  COIISTKUCTtOR  OT  WAStlVATER  TUATnET  TLARTS,  AID  rOI 
CEBIAIR  07HSB  WATER  fOLLUTIOH  COtTTBOL  PROJECTS.  THE  OOVHBIOIS  SUPPORT  TBI 
eOMTISUID  USB  or  STATE  RIVOLVIK  LOAM  FORDS  AS  THE  PBXIUIY  SOURCE  or 
WASTEWATER  IlirBABTtOCTUU  rXKAlfCIira .  MCA  OPPOSES  rXRARCXnCi  TBROOOI  DZOCT 
nOBRAL  COVSTIUCTZOH  CKAITTS . 

Ill  WaaRC,  BAYING  KET  OUR  NEEDS  rOl  aRSTRUCTIOR  OP  WASTEWATER  TUAXMRBT 
fACILITIBS  TO  MBBT  SECONDAR  TRXATiaRT  STANDARDS  SEVERAL  TRASS  AGO,  VS  BBOAH 
TRB  UNTENABLE  TASK  Or  AOSRESSIM  PIOBLIKB  ASSOCIATED  WITH  OOR  RORPOINT  SOURCE 
PtOSRAM.  TKB8I  BEEDS  EXCEED  BY  MANY  TIKIS  THE  ANOtniT  Or  Bit  FUNDS  TBB  STATE 
AXXICXPATEB  UCIIVIRQ  TRROUeK  PIBAL  AUTHORISATZOR  IN  H  1994.  WE  ARI  ALSO  ROW 
8BBIM  A  RBBEWID  IHTEREST  IB  Sir  LOARS  IT  A  RUKBBI  Or  COWtmiXXXS  TO  MEET 
ADDITIONAL  TOXICITY  SIABDAXOS  OR  FOR  UPGRADES  OH  FACILITIES  BUILT  TH  TBB  1970S. 

IB  AOOITIOB  TO  THE  DEMANDS  FOR  rUNOINC  UNDER  THE  CLEAR  WATER  ACT,  NEARLY  AU 
TBI  COMtmZTIES  IV  WYOMIRO  WtU  REED  SOME  PORN  Or  PUHDIBO  TO  KBIT  THE  DRIMnNO 
WATER  STANDARDS  INPOSED  BY  THE  SAFE  PRIRKINe  WATER  ACT.  IT  HAS  BUN  ESXINATED 
THAT  BIESS  COULD  VIU.  EXCEED  ISSO  MILLION  >.  IH  A  8TATB  OP  490,000  PEOPLE  -. 
rOR  WTOMIIC  COMWHITIES  TO  COMPLY  WITH  TBB  RSCUUTIONS  CURRENTLY  IB  BrPBCT  OR 
raOPOSED.  QIVER  THE  BBED  TO  NEBT  THESE  LBOAL  RBQUIRtMBNTS  AMD  TO  PROVIDE  OUR 
eXTIEEXS  WITB  SAFE,  POTABLE  WATER  SUPPLIES,  I  SU66BST  THAT  YOU  ALSO  CONSIDER 
EXPABDIBB  TEE  USES  OP  TBS  SRT  TO  IXaUDE  CONPLIAHCB  WITH  TBB  SATZ  DRIRXXM6 
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VATll  ACT. 


tn  lar  noeiAN  xi  ii  nciLuniT  xxamplb  or  imcmir  oonsmun  xiviitnbr. 

Siri  ALLOV  ITATSI  rLmBIlITT  TO  tASSIT  niOBin  RROl  AID  nOVlDI  IICIIRIVM 
TO  LOCAL  OOVXUmurt  TO  SEOOa  COITS  An  DXVtLOP  APPKOPIIATI  tflU  TU  ITSTIM. 
UVOLVIIC  AT  nS  ITATI  LfVli,  IW>  HAW  A  MUUXfLXCB  tjmcr  THAT  CAM  LBVISAOI 
TWO  TO  riVI  TXHU  TBI  OIIOIIAL  IRVEBINIItT  TUOUOB  lORS  ISSVAKI  ARC  LOAX 
mAXHEin.  Xir  COATIAST,  DIBSCT  RDIBAL  OBAJRI  DIICOOBAQI  local  XniXATIVK  AMD 
NAT  BIWASO  lORCOKPLXARa. 

VAITIVATIR  XVrtASTBaOtUB  nXAfCXirO  IS  BOTH  Air  UdLLIVT  IBOBT-TUK  ICOOOKXC 
STXMDLUI  AD  A  VITAL  iRVIimKT  XH  TIB  L0V9-TIW  iTttMni  07  OUl  tCORONT. 
VASTIUATBS  TUATMUIT  COMTSOCTXOlt  II  LABOt  XimiSXVI  AIR)  CUATIS  NOBS  THAR 
60,000  JOBS  *n  BILLIOH  SOLLABS  IPifm.  TIB  IBPB  COULD  QUICKLT  ALLOCATB  BIW 
fUHDS  PBOVXDID  FOB  BCOMOMXC  STIMULUS.  TBI  ASSOCIATIOM  07  lUTI  AID  XRTniTATB 
VATIB  POLLVTtOir  CONTBOL  AtBIIRIflTBATOU  HAS  fiOOMBRTIO  OVBB  |10  BILLXOR  XR 
UABTIWATXB  TBBAIMBRT  PftOJBCTi  BXADT  TO  NOVl  IfOaDIATBLT  TO  C0R8TRU«I0R.  A 
VAIVSB  or  THI  TWlRTf  PRBCBRT  5TATB  NATCB  BSpUIBBmflT  TOR  ART  IVPPLlNnTAL 
AtPBOPRIATXOR  WILL  XHSUBB  IMaOlATB  INV»TNBNT. 

TIBIUPS  MOBS  IHPOBTARTLT,  OVSB  TIB  LORO  TBBN  SCORONIITS  ROSB  A  8TR0RO 
COBMUTIOR  BRVOIR  IHVMTWRI  IB  PUBLIC  XHTBAlIBVCTOBI  ARS  niVAII  SICTOl 
nODOOlXVITT.  VAiTRMATXB  XRPBASTBUCTUKB  IRVHTHBRT  lAIMI  IRB  UTR  0»  BRTORX 
OR  PBIVATB  nVIIXMIRI.  ARD  ACTI  Al  AR  XKPBTDI  TO  PBlVATI  XRVBSTNBRT. 
TfBTBBOAT,  TRB  007BBBORS  RBAB9  07  CORCBBRI  IR  THB  BUSXRBSI  COIMDRXTT  THAT  TO 
BIBXRO  aiAR  WATIB  COIXi  BOBRB  BT  BATBPATBBS  DOB  TO  XRiUTrXeXBHT  PUBLIC 
xmSTMlMT  ABB  A  tXCRIPlCAHT  OKAS  OR  BCOIWMIC  OBVSLOPMBRI  IB  HART  PABTi  07  TRR 
COURTBT. 

rXRALLT,  IR  ADOITIOR  TO  OTO  RCORORIC  CORSIDBBATXORB  TOOAT,  I  ttUii  THAI  TRI 
RRVXRORIORTAL  CORSBQUBRCKl  OF  IR7BBX0B  IRVISTMBRT  IR  RAUB  1R7RABTI0CTDBI  AH 
tmn.      ROT   ORLT  VXU    PBOOBBBI    TOWABD   KRBTIHB  TBI   MALI   07  TRR   CLBAR  VATBR 
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ACT  HTOP  8B0BT,  IDT  W|  HAT  VIU  WJXnSS  DZGUOATZOR  XV  MtAX  Vt  BAVI  ACRtlVIO 
TlOf  FAS.  AHD  U  inLL  BAVB  A  LORO  VAT  tO  60.  IIKIMrS  UATtK  QDALXTT  PBOBLMS 

iBuiR.    TKitn-iien  nwcmT  or  uhiam  niuu  fall  biok  or  clbab  watbb  aoi 

STAJDAIDS.  GOAITAL  AMD  NASin  NAinS  AU  8IVI11LT  nCUDID  IN  MART  AUAI,  AIB 
AIMST  RALT  OUl  LAZB8  AU  ZMPAIXID  01  TntAtZRID. 

MAIRXAXRIRO  ARD  lOARBIRC  001  WATU  IiriASTIUeiOU  TO  riOTBCT  001  RRVIIORKIRT 
ABD  on  ICOROm  IHOULD  U  A  PBIOBin  OVIl  TRg  RBCT  OICASB.  AMBStOA  ItlKILT 
CARROT  ArrOID  TO  L08I  IT8  WATBB  UlOUSas.  A  nUTARnAl  riMIAL  IRVISTMBRT 
THSOOOK  THB  STAXt  ttVOLVIllO  LOAM  rUNDA  IS  TO  niT  WAT  TO  MAXB  8VU  IBAT  VR 
DOR'I. 

n.  CKAIKNAX  AMD  KBOIRS  OP  TBI  BUICONUTTn,  TBANK  TOD  rOl  TKt  OPfOITURlTT  TO 
TBlZirr  TODAT.     X  AH  BAPPT  TO  AH8WM  ART  QUKSTIORS  AT  TRI9  TIMR. 


326 


State  of  Rhode  Island  and  Providence  Plantations 

EXECUTIVE  CHAMBER,  PROVIDENCE 


Bruce  Sundlun 

Qovcmor  j^  j    Govcmor  Bruce  Sundlun's  Testimony 
Delivered    Before 
the  House  Public  Works 
Subcommittee  on  Economic  Development 

Tuesday,  February  2, 1993 

Twenty-five  months  ago,  I  took  office  to  find  a  state  laid  low  by  a  regional 
recession  and  a  local  depression.  As  if  this  wasn't  bad  enough,  the  situation  was 
further  complicated  by  extensive  defense  industry  cutbacks  which  forced  our  largest 
employer.  Electric  Boat,  to  lay  off  thousands  of  workers. 

As  a  result  of  this,  Rhode  Island's  unemployment  rate  lurched  to  9  percent. 
Those  hardc         ^      >re  in  the  construction  trades  industry.  In  fact  in  just  a  two-year 
period  ~  fron.  june  of  1990  to  June  of  1992  ~  it  is  estimated  that  New  England  lost  30 
percent  of  its  construction  jobs. 

And  all  of  this  took  place  right  smack  in  the  middle  of  a  credit  uiuon  crisis 
which  occiirred  when  the  collapse  of  our  private  insurer  forced  me  to  dose  45 
banking  institutions. 

That  is  why  I  am  most  grateful  for  the  opportvmity  to  appear  before  you  today. 
Ladies  and  gentiemen  of  the  committee,  we  desperately  need  the  help  you  have 
within  your  power  to  provide  through  your  flexible  funding  of  infrastructure 
programs. 

I  can  personally  testify  to  the  usefulness  of  these  programs.  In  Rhode  Island, 
we've  been  priming  the  pump  for  two  years  and  we've  created  thousands  of  jobs 
and  begim  to  rebuild  our  battered  infrastructure. 

We're  building  an  airport,  a  convention  center  and  relocating  Route  95.  And 
we've  put  out  more  road  and  bridge  work  than  the  state  has  seen  in  years  through 
our  RRRprogram  and  our  CHIPS  program. 
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By  putting  more  money  into  infrastructure  programs,  you  kill  two  birds  with 
one  stone.  First,  it's  a  short-term  shot-in-the-arm  for  the  economy  ~  you  create  jobs 
and  inject  money  into  the  economy.  Second,  there  isn't  a  state  in  the  country  whose 
infrastructure  isn't  crumbling.  A  lot  of  these  projects  were  built  in  the  days  of  the 
WPA  and  are  badly  in  need  of  repair.  So  the  projects  you  build  and  the  repairs  you 
malce  provide  better  service  to  the  public. 

However,  in  any  federal  infrastructure  program,  the  Clinton  Administration 
should  allocate  monies  to  projects  that  are  already  through  the  design  phase,  project^ 
that  only  need  the  allocation  of  fimds  and  the  solicitation  of  contract  bids.  Then  you 
can  put  people  to  work  in  60  to  90  days. 

In  Rhode  Island,  we  have  a  list  of  projects  we  could  immediately  begin  work 


For  instance,  Rhode  Island's  greatest  asset  is  Narragansett  Bay  -  we've  built  a 
good  part  of  our  economy  arotmd  tourists  who  come  each  summer  to  enjoy  this  bay. 
But  the  bay  is  often  the  victim  of  sewage  overflow.  Federal  fvmds  could  help  us 
protect  this  vital  asset  by  constructing  combinwi  sewer  overflows. 

Special  consideration  should  be  given  to  fimding  environmental 
infrastructure  programs  such  as  water  system  upgrades,  and  meeting  safe  drinking 
water  and  dean  water  act  requirements. 

Like  many  older  urban  areas,  particularly  in  the  Northeast,  Rhode  Island's 
water  system  is  antiquated.  We  found  out  just  how  antiquated  last  summer  when 
three  communities  were  forced  to  resort  to  bottled  water  for  several  months  after 
contaminants  were  found  in  the  water  systems.  The  fault  was  simply  pimips  that 
had  been  in  the  ground  for  more  than  100  years. 

We  could  also  use  federal  fvmds  to  improve  the  intermodal  transportation 
system  in  our  state.  One  of  our  main  economic  development  anchors  is  the  Quonset 
Point  Industrial  Park.  This  park  is  a  model  of  how  a  fully  intermodal  transportation 
system  can  be  an  asset  to  an  industrial  park.  With  its  airport,  roadways,  a  shipping 
port  and  a  rail  system,  Quonset  Point  is  quickly  growing  into  a  viable  industrial 
park.  But  the  freight  rail  system  is  only  operating  at  50  percent  of  its  capacity.  Federal 
dollars  could  help  us  bring  this  system  up  to  100  percent  and  enable  us  to  attract 
even  more  business  from  such  industries  as  the  automobile  industry. 

This  program  could  also  help  us  revitalize  our  inner  cities.  I  live  in  a  dty  state 
where  the  urban  centers  are  in  desperate  need  of  rebuilding. 

For  too  many  years,  the  federal  government  has  ignored  our  inner  cities.  Our 
inner  cities  need  rebuilding  —  economically,  spiritually  and  physically. 
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That  rebuilding  could  begin  with  increased  federal  funding  of  the  community 
development  block  program. 

Rhode  Island  is  a  small  state,  but  its  needs  in  the  iimer  cities  are  typical.  Our 
problems  are  no  different  than  New  York's  Chicago's,  Detroit's,  Philadelphia's  or 
perhaps  even  Charleston's.  In  1991  alone,  Rhode  Island  could  have  used  twice  the 
amount  of  money  we  had  available  for  the  construction  of  affordable  housing  and 
community  development. 

Whether  you  realize  it  or  not,  the  Northeast  is  seeing  for  the  first  time  in 
years  an  influx  of  immigrants  -  Asians,  Hispanics  -  and  we  don't  have  the  facilities 
to  provide  them  with  adequate  housing. 

With  increased  funding,  we  could  finally  target  assistance  to  the 
neighborhoods  that  need  it  the  most.  We  could  give  them  enough  money  to 
comprehensively  address  the  problems  -  In  short,  we  could  treat  the 
whole  problem. 

We  could  construct  community  sodal  and  health  centers.  We 
could  build  and  revitalize  affordable  housing.  And  we  could  provide  companies 
v^dth  incentives  to  hire  low-  and  moderate-income  workers  in  these  neighborhoods. 

The  states  are  doing  all  they  can  to  shape  their  long-term  economic  futures. 
But  we  need  help  in  the  short  term.  We  can't  wait  the  five  or  10  years  it  will  take  to 
put  our  economies  back  together.  We  need  your  help  for  now  —  if  we  are  ever  to 
have  a  chance  at  the  future. 

-30- 
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GOVERNOR  BRUCE  SUNDLUN 
Biography 


Bonu  Providence,  Rhode  Island,  January  19, 1920 

Education:  BA.,  Williams  College,  1946;  U.S.  Air  Force  Comnwnd  and  Staff  School,  1948; 
LL.B.  Harvard  Law  School.  1949.  Honorary  Degrees:  Bryant  CoUege,  1980;  Roger  Willianu 
College,  1980 

Legal:  Asst.  U.S.  Attorney,  Washington.  DC.  1949-51;  Special  Assistant  to  US.  AttomBV 
General,  Department  of  Jushce  Civil  Division,  1951-54.  Founded  firm  of  Anuam,  Hahn  k 
Sundlun,  Washington,  D.C.,  1954;  formed  Sundlun,  Tirana  &  Scher,  1972.  Withdrew  as  active 
partner  May,  1976,  when  named  president  of  Outlet  Coihpany.  Inactive  member  of  Rhode 
Island  and  District  of  Columbia  Bar. 

Business:  Chairman.  Sundlun  and  Co.,  Providence,  R-I.  (1988-  January,  1991)  Chairman  and 
Chief  Executive  Officer,  Outlet  Communications,  Inc.,  Providence,  R.I.,  1984-88,  President, 
1976-84.    President.  Executive  Jet  Aviahon.  Inc..  Columbus.  OH.  1970-76;  Incorporator, 
Communications  Satellite  Corp.,  1963.  Director,  1963-1991;  Director  QuestTech,  Inc.,  McLean, 
VA.  1972-1990;  Director,  Qlntex  Enteruinment,  Inc.,  McLean,  VA,  1984-1990;  Director, 
Worthington  Industries,  Inc..  Columbus.  OH,  1972-86.  Member,  Lloyd's  of  London. 

Federal:  Advisorv  Group  on  Aviation  Goals.  1961;  Chairman.  Inaugural  Medal  Committee. 
Washington,  D.c!,  1961  and  1965;  Vice  Chairman,  Inaugural  Parade  Committee,  Washington, 
DC.  1961;  Delegate,  Democratic  Nahonal  Convenhon,  1964, 1968, 1980, 1988  and  1992 
(Chairman);  Finance  Chairman,  Committee  to  Re-Elect  Sen.  Claiborne  Pell,  1978  and  1984;  R.L 
Finance  Chairman,  Carter-Mondale.  1980;  U.S.  Air  Force  Academy  Board  of  Advisers,  1980«; 
Vice  Chairman.  CoaliUon  of  Northeast  Governors,  1992;  Vice  Chair,  Economic  Development 
and  Commerce  Conwnittee.  National  Governors  Conference,  1992;  Executive  Committee, 
Democratic  Governors  Association.  1992. 

Rhode  Island:  Rhode  Island  Capital  Center  Commission,  1980-1990;  Rhode  Island  Legislative 
Pay  Commission.  1980;  Mayor's  Advisory  Committee  on  finances  (Providence),  1980;  Vice 
Chairman,  Providence  Review  Commission.  1981.  C^hairman,  1982-84;  Delegate,  Rhode  Island 
Constitutional  Convention,  1986;  Providence  Housing  Authority,  1987,  Chairman,  1987-1990; 
Providence  School  Board.  1984-1990;  Democratic  Candidate  for  Governor,  1986, 1988, 1990  and 
1992.  Elected  Governor  of  Rhode  Island,  November  6, 1990.  Reelected  Governor,  Novembers, 
1992. 
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GOVERNOR  BRUCE  SUNDLUN  -  Biography 
(page  two) 

Community/Philinthropic  Trustee,  Washington  Hebrew  Congregation,  1966;  Director, 
Washington  Intcmarional  Horse  Show,  1968.  President,  1970-75,  Trustee,  1975-1990;  Director, 
Greater  Providence  Chanr\bcr  of  Commerce,  1976,  First  Vice  President,  1978,  President,  1978-81; 
President,  R.I.  Chamber  of  Commerce  Federation.  1981-84;  Director,  New  England  Coundl,  1978, 
Vice  Chairman,  1980,  Chairman,  1981-83;  Director,  R.I.  Urban  Project,  1976,  Secretary,  1978, 
First  Vice  President,  1979,  Vice  Chairman,  1980,  Chairman,  1983;  Named  R.I.  Commodore, 
1979;  President.  Providence  Performing  Arts  Center,  1978-1990;  Trustee,  Trinity  Square 
Repertory  Company,  1980,  Chairman,  Board  of  Trustees,  1984-89;  Trustee,  Temple  Beth-El, 
Providence,  1979,  Vice  President,  1984,  President.  1988-91;  Director,  Friends  of  Truro  Synagogue, 
Newport,  R.I.,  1980-1990;  Trustee,  R.I.  Philharmonic,  1981-88;  Trustee,  Providence  Preservation 
Society,  1981,  Vice  President,  1986-1990;  Trustee,  Great  Meadows  Foundation,  The  Plains,  VA, 
1986-prcsent;  President,  Newport,  R.I.  Art  Museum,  1987-1990;  Trustee.  Minam  Hospital,  1984- 
1990;  Named  Jewish  National  Fund  "Tree  of  Life  Award    recipient,   April,  1992. 

Military:  Captain,  U.S.  Army  Air  Force,  1942-45.  384th  Bomb  Group  (H),  8th  Air  Force, 
England  (shot  down  over  Belgium  in  command  of  B-17,  December  1, 1943.  evaded  capture,  served 
with  underground  resistance  and  e!»caped  to  Swiuerland.  May,  1944  and  assigned  to  American 
Embassv,  Bern,  to  August,  1944);  3rd  Ferry  Croup.  Romulus,  Ml,  1944^45;  Commander,  34th  Troop 
Carrier  Squadron,  USAF  Reserve,  Hanscomb  AFB,  MA,  1946-51;  Director/ Operations,  459th 
Troop  Carrier  Wing,  Andrews  AFB,  MD,  1954-56;  Commander.  756th  Troop  Carrier  Squadron, 
1956-61;  Office  of  Legislative  Liaison.  OFSECAF,  1961-66;  Retired  as  Colonel,  U.S.  Air  Fonre 
Reserve,  1980.  Decorations:  Dishnguished  Flying  Cross.  Air  Medal  with  cluster.  Purple  Heart, 
Chavalier,  Legion  d  Honncur  (France),  Prime  Minister's  Medal  (Israel). 

Family:  Married  M.inone  l_ce  Sundlun,  December  15, 1985.  Three  sons  by  previous  marriage: 
Tracv,  President.  Metropolitan  Athletic  Congress,  New  York,  NY;  Stuart,  Vice  President, 
Sundlun  and  Co  ,  \ew  York,  \Y;  Peter,  Airline  Pilot,  Old  Dommion  Air  Charter,  Richmond, 
VA;  also,  Mark  Santelia  and  Kimberlv  Santelia. 


—(!!!)  — 
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THE  FEDERAL  DEFICIT 

The  Federal  Deficit  and  Savings  Problem 

The  federal  deficit  was  $290  billion  in  1992  and  is  projected  to  remain  at  about  that  level  through 
1996.  In  1997,  however,  the  deficit  will  begin  to  grow  dramatically,  increasing  to  $455  billion  in  the 
year  2000  and  to  $653  billion  in  2003.  Debt  held  by  the  public  (not  including  Social  Security  and  other 
trust  funds)  will  increase  from  S3  trillion  in  1992  to  $7.5  trillion  in  2003. 

The  major  problem  continues  to  be  the  growth  in  mandatory  spending,  which  currently  represents 
about  two-thirds  of  all  spending.  Within  mandatory  spending  the  overwhelming  growth  is  in  the  cost 
of  health  care.  Medicare  and  Medicaid  are  projected  to  grow  from  $198  billion  in  1992  to  $365  billion 
in  1997  and  to  $672  billion  in  2003.  Over  the  next  two  decades,  controlling  the  cost  of  health  care  is 
the  key  to  the  deficit  problem.  With  the  exception  of  interest  on  the  public  debt,  all  other  categories 
of  spending  are  either  a  constant  or  a  declining  share  of  gross  domestic  product  (GDP). 

While  the  deHcit  problem  begins  to  worsen  later  in  this  decade,  the  problem  is  even  more  onerous 
in  the  second  decade  of  the  next  century.  This  is  due  to  the  aging  of  the  population,  which  will  cause 
the  United  States  to  have  too  few  workers  to  continue  to  maintain  thestandard  of  living  for  the  growing 
elderly  population.  If  current  Social  Security  and  Medicare  commitments  continue,  spending  for  these 
two  programs  will  grow  dramatically  between  1990  and  2020.  These  two  programs  will  increase  from 
6.7  percent  to  11.2  percent  of  GDP.  Simply  stated,  by  2020  $1.00  of  every  $9.00  spent  in  the  U.S. 
economy  will  be  for  Social  Security  and  Medicare.  The  bottom  line  is  that  the  seriousness  of  the  deficit 
problem  will  accelerate  over  time  unless  changes  are  made. 

The  federal  deficit  problem  alone  is  huge.  However,  the  problem  has  been  complicated  by  the 
fact  that  our  individual  savings  rale  has  eroded  from  an  average  of  7  percent  between  1960  and  1985 
to  an  average  of  4  percent  since  1985.  Noi  enough  savings  are  being  generated  to  accommodate  the 
huge  deficit  needs  of  the  federal  government,  so  foreign  residents,  businesses,  and  governments  have 
increased  their  holdings  of  U.S.  debt,  and  U.S.  corporations  increasingly  have  been  forced  to  look 
overseas  to  borrow  for  capital  expansions. 

A  Call  (o  Action 

The  nation's  Governors  call  on  the  administration  and  Congress  to  reduce  the  federal  deficit  to 
zero  over  the  next  eight  years.  The  projection  of  a  level  deficit  over  the  next  several  years  provides  a 
major  window  of  opportunity  to  implement  a  major  deficit  reduction  plan.  The  potential  sacrifices 
required  by  any  plan  will  be  smaller  now  than  if  nothing  is  done  until  the  deficit  again  begins  to 
accelerate  dramatically.  To  implement  a  reduction  strategy  later  would  require  more  draconian  cuts 
and  revenue  increases.  Now  is  clearly  ihe  time  to  face  this  daunting  challenge. 

Without  bold  action  now,  the  United  Slates  will  continue  to  experience  reductions  in  the  rate  of 
productivity  increases,  economic  growth,  real  wages,  and  the  standard  of  living  of  all  Americans.  The 
result  will  be  further  decline  in  the  competiiive  posiiion  of  the  United  States  in  the  international 
economy.  This  will  dramatically  change  the  country's  position  as  a  world  leader  and  it  could  even 
jeopardize  our  democratic  institutions. 

The  Dencit  Reduction  Path 

Reducing  the  deficit  too  quickly  could  force  the  economy  into  a  recession.  By  the  same  token, 
failure  to  move  quickly  enough  will  undermine  both  the  confidence  of  financial  markets  and  of  the 
American  people  in  the  seriousness  of  the  initiative,  and  may  cause  long-run  interest  rates  to  remain 
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high.  While  it  is  difficult  to  develop  an  optimum  path  for  deficit  reduction,  an  eight-year  path  to  a  zero 
deficit  seems  appropriate.  (This  includes  the  Social  Security  and  other  trust  fund  revenue  surpluses 
which,  in  1994,  would  be  about  $119  billion.)  The  longer  run  goal  should  be  to  attain  a  zero  deficit, 
not  including  trust  fund  surpluses.  This  would  allow  the  United  States  to  begin  to  pay  off  some  of  the 
accumulated  debt.  Such  an  approach  would  hold  the  next  two  administrations  and  the  next  four 
Congresses  accountable.  If  it  is  successful,  the  United  States  would  enter  the  next  century  with  this 
critical  problem  resolved. 

In  crafting  a  response  to  the  deficit  dilemma,  three  points  are  crucial.  First,  care  must  be  exercised 
to  implement  the  deficit  reduction  strategy  in  a  way  that  does  not  damage  the  current  economic 
recovery.  Second,  the  approach  must  address  the  issues  of  strategic  investment  and  improved  account- 
ability and  efficiency  in  government  programs.  While  we  recognize  that  private  capital  formation  is 
the  major  source  of  productivity  change,  sufficient  public  investment  must  parallel  the  private 
investment.  Specifically,  the  share  of  the  federal  budget  devoted  to  infrastructure,  education,  job 
training,  and  research  and  development  must  be  increased.  Any  economic  stimulus  package  imple- 
mented by  the  administration  must  be  part  of  a  long-term  strategy  that  maintains  a  commitment  to 
deficit  reduction.  Third,  the  federal  government  must  act  in  concert  with  state  and  local  governments, 
and  not  act  unilaterally  to  mandate  state  government  and  local  assumption  of  unavoidable  costs.  It  is 
also  important  for  the  Office  of  Management  and  Budget  to  move  forward  in  adopting  appropriate 
accounting  procedures  so  that  the  true  cost  of  programs  is  clearly  known  to  the  public.  The  President 
should  have  line-item  veto  authority  or  enhanced  rescission  power. 

4.  General  Guidelines  for  Dencit  Reduction 

As  the  new  administration  and  Congress  begin  to  design  a  major  deficit  reduction  plan,  it  is 
important  that  everything  be  on  the  table.  The  nation's  Governors  are  ready  to  back  a  strategy  that 
both  shares  the  sacrifices  and  pain,  and  changes  the  direction  of  many  entitlement  programs.  The 
following  elements  compose  such  a  deficit  reduction  plan.  There  may  be  other  acceptable  approaches. 
Any  plan  with  the  potential  for  success  would,  however,  involve  similarly  tough  decisions. 

4.1  Domestic  Discretionary  Spending.  Domestic  spending  should  be  redirected  toward  strategic  invest- 
ments. This  can  be  done  by  cutting  domestic  discretionary  spending  10  percent  in  1994  by  eliminating 
or  reducing  programs  that  already  have  accomplished  their  mission,  are  duplicative  of  other  programs, 
and  are  of  low  priority.  This  category  then  would  be  frozen  in  nominal  terms  over  the  next  five  years. 
All  of  the  savings  ~  about  $20  billion  in  1994  -  would  be  reallocated  to  invest  in  infrastructure,  job 
training,  education,  and  research  and  development. 

4.2  National  Defense  and  International  Affairs.  Outlays  could  be  reduced  to  the  range  of  $280  billion  by 
1997,  depending  upon  projected  national  security  needs  and  the  economy's  ability  to  create  jobs  to 
ease  the  transition  to  a  more  civilian  economy.  The  cuts  need  to  be  consistent  with  a  long-run  strategy 
to  provide  some  funding  stability  to  increase  the  efficiency  of  defense  spending. 

4.3  Medicare  and  Medicaid.  Controlling  federal  health  care  spending  is  the  nation's  number  one  deficit 
reduction  priority.  Achieving  this  goal  may  well  require  changes  in  both  eligibility  and  benefits.  Failure 
to  act  on  this  component  makes  most  other  actions  largely  irrelevant.  A  cap  on  federal  payments  of 
Medicare  and  Medicaid  is  not  appropriate  because  it  would  only  shift  the  costs  to  the  private  sector 
and  state  and  local  governments.  Instead,  national  goals  should  be  established  to  reduce  the  rate  of 
growth  in  all  health  care  spending.  Congress  then  should  enact  a  managed  competitive  approach  to 
meet  the  goals.  This  would  include  a  cap  on  the  tax  deductibility  of  health  benefits  for  both  employees 
and  employers.  It  also  would  include  insurance  and  tort  reform  and  outcomes  research  at  the  federal 
level.  States  would  be  required  to  set  up  agencies  to  assist  businesses  to  purchase  insurance. 

4.4  Social  Security.  There  must  be  a  major  focus  on  addressing  the  spending  explosion  that  will  occur 
when  the  post-World  War  II  baby  boomers  begin  lo  retire.  People  are  living  longer  and  the  population 
drawing  Social  Security  is  growing  faster  while  the  population  supporting  Social  Security  is  shrinking. 
We  must  make  the  necessary  long-range  changes  to  ensure  Social  Security's  availability. 

4.5  Other  Entitlements.  This  category  of  spending  would  be  capped,  but  the  caps  would  allow  for  some 
increases  in  the  population  or  labor  force  as  well  as  infiation.  It  also  might  be  necessary  to  adjust  the 
caps  during  an  economic  downturn.  Congressional  authorizing  committees  would  be  obligated  to 
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change  the  benefit  levels  to  meet  the  caps,  and  to  avoid  shifting  costs  to  state  or  local  governments  or 
the  private  sector.  In  addition,  federal  retirement  programs  should  be  adjusted  gradually  to  reflect 
current  aauarial  tables. 

4  6  Revenues.  Revenues,  like  aU  spending,  needs  to  be  on  the  table.  The  spending  reductions  must  be  in 

place  before  any  revenue  increases  can  be  considered.  However,  any  revenue  maease  could  only 
become  effective  if  it  were  enacted  as  part  of  a  5-year  spending  reduction  package.  The  Governors 
would  recommend  that  any  revenue  increases  be  limited  to  no  more  than  Sl.OO  for  every  52.75  ot  net 
permanent  spending  reduction. 


Both  the  mix  of  federal  spending  and  the  structure  of  the  current  tax  sysiem  tend  to  coniribuie 
public  and  private  underinvestment  in  the  U.S.  economy.  However,  the  overriding  problem  is  a  huge 
and  rapidly  growing  federal  deficit  that  maintains  high  long-term  interest  rates  that  limit  private  capital 
formation.  While  this  is  a  major  problem  today,  it  will  be  cataclysmic  by  2010  when  those  born  in  the 
post-World  War  11  baby  boom  begin  to  retire.  It  is  clear  that  the  administration  and  Congress  must 
agree  on  a  major  long-run  deficit  reduction  strategy  to  erase  the  deficit.  It  is  critical  to  act  now  to  take 
advantage  of  the  short-run  leveling  of  the  deficit.  To  wait  will  only  make  the  problem  worse,  and  the 
hard  choices  more  difGcult.  It  is  clear  that  some  pain  and  sacrifice  will  be  required,  but  sharing  it  equally 
can  get  the  job  done. 

Time  limited  (effective  February  1993-February  1995). 
Adopted  February  2, 1993. 
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March  12,  1992 


Honorable  Mark  0.  Hatfield 

Banking  Republican 

Senate  Appropriations  Committee 

Honorable  Alfonse  M.  D'Amato 
Ranking  Republican 
Transportation  Appropriations 

Honorable  Pete  V.  Domenlci 
Ranking  Republican 
Senate  Budget  Committee 

Honorable  Joseph  H.  HcDade 

Ranking  Republican 

House  Appropriations  Committee 

Honorable  Lawrence  Coughlin 
Ranking  Republican 
Transportation  Appropriations 

Honorable  Willis  D.  Gradison,  Jr. 
Ranking  Republican 
House  Budget  Committee 


Honorable  Robert  C.  Byrd 

Chairman 

Senate  Appropriations  Coomiittee 

Honorable  Frank  R.  Lautenberg 

Chairman 

Transportation  Appropriations 

Honorable  Jim  Sasser 

Chairman 

Senate  Budget  Committee 

Honorable  Jamie  L.  Whltten 

Chairman 

House  Appropriations  Committee 

Honorable  William  Lehman 

Chairman 

Transportation  Appropriations 

Honorable  Leon  E.  Fanetta 

Chairman 

House  Budget  Committee 

Dear  Chairmen  and  Ranking  Members: 

The  landmark  Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA) 
enacted  overwhelmingly  last  year  represents  a  major  commitment  to 
maintaining  and  improving  our  transportation  infrastructure. 
Unfortunately,  there  are  indications  that  the  commitment  is  being 
eroded.  We  are  writing  to  urge  your  support  to  fully  fund  ISTEA. 

The  enclosed  resolution  calling  for  full  funding  of  surface 
transportation  programs  in  1992  and  1993  was  unanimously  passed  at 
the  National  Governors'  Association  Winter  Meeting  several  weeks  ago. 

Of  Immediate  concern  is  the  restoration  of  the  highway  obligation 
ceiling  for  1992  to  the  authorized  level.  It  is  imperative  that  the 
Jl.l  billion  in  authorized  funds  be  returned  to  states  as  soon  as 
possible. 
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Your  leadership  regarding  transportation  financing  continues  to  be  of  great 
Importance  to  states.  We  share  your  commitment  to  expanding  Investment  in 
transportation  infrastructure  as  part  of  the  overall  effort  to  strengthen  the 
nation's  economy. 

Your  assistance  in  fully  funding  the  ISTEA  and  correcting  the  *1.1  billion 
shortfall  in  1992  will  be  greatly  appreciated. 

Sincerely, 


'i^U — 


or  Gaston  (ia^rton 


Governor  Bob  Miller 
Nevada 

Governor  Mario  M.  Cuomo 
Hew  York 


■i4cyUJV*<J^ 


Governor* George  V.  Voinovich 
Ohio 


Governor  Carroll  A.  CaiU)bell  J^ 
South  Carolina 


9..^=^-^ 


Governor  Pete  Wilson 
California 


Governor  David  Walters 
Oklahoma 

Governor  Stan  Stephens 
Montana 
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GovemoE/yoy  Romer 
Colorade 


Lc^^.^2^ 


Gove^or  Joseph  F.  Ada 
Gua 


rs. 


/Vla  Ctccofo^o^ 


Governor  Bill  Clinton 
Arkansas 


Governor  Lawton  Chiles 
Florida 


Governor  Jim  Edgar        k\ 
Illinois  ^ 

^vemor  Robert  P.  Casey     ^ 


Pennsylvania 


r*'^-^ 


Governor  Norman  H.   Bangert 
Utah 


'erhih  James  G.   Martin 
•th^arolina 


Gove 
North 


Go«lr<or  Howard  Dean 
VAmont 

pa^  _rL — vdl 

Governor  Fife  Syflfington 
Arizona 

Go^mor  Cecil  D.  Andrus  " 


^  c»»rT.<.r  .Tohn  Aahcroft  ^  Governor  Peter  T.   Coleman 


Governor  John  Ashcroft 
Missouri 


American  Samoa 
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-Goiemor  Brereton  C.  Jon/a 
Kentucky 


Governor  MichaelJ.  'Sullivan 


Wyoming^ 


/Governor  Kirk  Fordice 


Hlssisslppi 


'^Ay^  ^^y^ 


Governor  Edwin  W.  Edwards _ 
Louisiana 
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BSSOLimOH* 
Adopted  2/4/92 


SUBTACE  TUaSPOEEATIOH  FIHAKCIIIC 

COHGSESS  ADOPTED  LAHDMABK  SURFACE  TKAHSPOETATION  AnTHOBIZATIOH 
LEGISLATION  LAST  YEAK.  THE  PRESIDEHT  SIGHED  THE  HEW  LEGISLATION  INTO 
LAW  AND  HAS  UKGED  THE  STATES  TO  EXPEDITIOUSLY  SPEND  THE  FUNDS  MADE 
AVAILABLE  TO  PROVIDE  JOBS  IN  A  PERIOD  OF  ECONOMIC  STAGNATION. 

THE  NATIONAL  GOVERNORS'  ASSOCIATION  CALLS  UPON  CONGRESS  TO  PROVIDE 
SUFFICIENT  FUNDS  SO  THAT  THE  STATES  CAN  USE  THE  FULL  AMOUNTS 
AUTHORIZED  FOR  SURFACE  TRANSPORTATION  UNDER  THE  NEW  LEGISLATION  IN 
FISCAL  TEARS  1992  AND  1993. 


*based  upon  Policy  F-1 
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arriCE  ae  foblic  affairs 

JAHnART  30,  1993  (14-93) 

COBTACT:  Rae  Tonag  Bond,  202/624-SB98 

202/628-6876  (Jan.  30  -  Feb.  2) 


STATES  CamHDE  TO  FACE  TOOGH  ECCHOflC  TIMES 

Limited  ReBonrces  and  Spiralisg  Deaands  Expected  in  tbe  1990s 

WASHIHGTUH,  D.C.  --  States  continue  to  be  hard  hit  by  the  lagging 
U.S.  economy.  Although  the  recession  is  officially  over,  states  are 
still  struggling  with  the  weak  economy.  This  recovery  period  is  not 
expected  to  resemble  the  1980s,  when  state  revenue  growth  was  strong 
and  plenty  of  money  was  available  for  new  programs.  Instead,  the 
1990s  continue  to  be  a  period  of  limited  resources  and  adjustment. 

The  states  are  being  hit  hard  again  this  year  by  very  slow 
revenue  growth  and  mounting  pressures  for  more  spending,  especially 
for  Medicaid.  States  are  facing  several  signs  that  warn  of  continued 
rough  fiscal  waters  ahead.  These  economic  warning  signs  strongly 
suggest  that: 

•  economic  growth  will  lag  behind  the  1980s; 

•  state  revenues  will  not  keep  pace  with  economic  growth  as 
sales  and  corporate  tax  revenues  slow;  and 

state  spending  will  continue  to  explode,  particularly  for 
entitlements  and  other  mandatory  spending  in  health  care 
and  corrections,  and  for  an  expanding  array  of  long-run 
investment  needs,  such  as  in  education  and  transportation. 

CM  THE  STATES 

BconoMJc  Doimtnm.  States  will  continue  to  experience  significant 
fiscal  pressure  even  when  the  economy  rebounds.  Economic  changes  and 
international  competition  will  combine  to  slow  the  favorable  impact 
on  state  revenues.  Although  the  service  sector  is  the  fastest  growing 
area  of  consumer  spending,  few  states  have  a  sales  tax  on  services  so 
state  revenues  will  not  increase  as  fast  as  total  consumer  spending. 

Furthermore,  slower  economic  growth,  coupled  with  intensifying 
overseas  competition,  will  squeeze  corporate  profits.  That,  in  turn, 

-more- 
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Page  2 
will  slow  revenues  from  corporate  profit  taxes.  Without  tax  increases, 
overall  state  revenues  will  lag  behind  economic  growth. 

As  the  Congressional  Budget  Office  noted  in  its  August  1992  Ecppomic  and 
Budget  Outlooli.  "The  economy  must  struggle  to  work  off  various  imbalances  that 
developed  during  the  1980s."  These  imbalances  include  high  office  and 
commercial  vacancy  rates,  the  shrinking  defense  industry,  decreased  spending 
by  debt-laden  families,  and  workforce  reductions  in  the  private  sector. 
Factors  such  as  the  sizable  federal  budget  deficit  also  exert  their  toll  on 
the  economy.  Even  if  the  pace  of  economic  growth  were  to  quicken,  the  outlook 
for  state  budgets  in  fiscal  1993  would  not  change  dramatically. 

The  barrage  of  recent  economic  statistics  reinforces  the  situation  of 
sluggish  state  finances.  As  the  Commerce  Department's  Bureau  of  Economic 
Analysis  recently  reported,  the  1991  per  capita  gain  in  personal  income  of  2.4 
percent  was  the  lowest  in  30  years.  After  adjusting  for  inflation,  per  capita 
personal  income  for  1991  actually  declined  by  2  percent.  Feeble  personal 
growth  translates  into  weak  revenue  yield  from  personal  income  taxes  and 
lowers  consumer  spending.  State  revenues,  mirroring  the  national  economy,  are 
reflecting  this  slow  growth. 

Fiscal  1992  budgets  assumed  a  more  robust  growth  in  keeping  with  the 
projections  of  all  major  forecasters.  Reflecting  their  concerns  about  the 
reliability  of  these  forecasts  for  estimating  purposes,  states  used  modest 
growth  assumptions  for  fiscal  1993.  While  some  states  have  reported  revenues 
above  original  projections  for  fiscal  1993,  this  positive  news  will  fall  far 
short  of  solving  most  states'  fiscal  problems. 

Currently,  corporate  profits,  sales,  and  personal  income  tax  revenues  are 
all  s\ibstantially  below  expectations.  Thirty-five  states  were  forced  to  cut 
their  fiscal  1992  enacted  budgets  to  avoid  deficits. 

States  are  in  their  third  consecutive  year  with  budget  difficulties. 
States  increased  taxes  by  $10  billion  and  $15  billion,  respectively,  in  fiscal 
1991  and  fiscal  1992,  and  cut  spending  by  $7.5  billion  during  fiscal  1991  and 
cut  their  enacted  budgets  by  $4.5  billion  in  fiscal  1992. 

Several  states,  including  Maryland  and  Ohio,  have  been  forced  to  already 
reduce  fiscal  1993  enacted  budgets  due  to  the  weak  economy.  Unlike  the 
1981-82  period,  when  states  went  into  the  recession  with  budget  surpluses  of 
about  9  percent,  today  state  ending  balances  are  at  their  lowest  levels  since 
at  least  1979.  Since  49  states  require  balanced  budgets,  governors'  options 
are  limited. 
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Hot  only  are  revenues  lower  than  expected,  but  the  demand  for  services 
such  as  unemployment  insurance,  Medicaid,  and  Aid  to  Families  with  Dependent 
Children  (AFDC)  has  grown  as  unemployment  increased  during  the  downturn. 
Already,  considerably  more  workers  are  collecting  unemployment  benefits. 
Caseloads  for  Medicaid  and  AFDC  have  increased  dramatically.  The  current 
demand  for  these  services  also  has  a  long-term  impact,  as  it  consumes 
resources  that  otherwise  could  be  invested  in  education,  training,  and  other 
human  development  programs  that  contribute  to  the  nation's  long-term  economic 
strength. 

"""^"'•''t  nafl  CffBt  shifts  I  vniile  the  continuing  economic  downturn  is 
clearly  the  major  cause  of  the  fiscal  crisis,  the  federal  government  and  the 
courts  are  contributing  to  the  problem. 

pjt^f.TH  CAHE 

The  cost  of  the  federal  Medicaid  program  to  the  states  has  risen  rapidly 
over  the  past  decade:  in  1980  Medicaid  spending  accounted  for  9  percent  of 
state  budgets  overall,  but  in  1990  it  accounted  for  nearly  14  percent  of  all 
state  spending. 

In  1991  alone,  state  Medicaid  spending  increased  by  20  percent.  By  1995, 
it  is  estimated  that  states  will  spend  $81  billion  a  year  on  Medicaid, 
compared  with  the  $31.4  billion  they  spent  in  fiscal  1990.  Between  1991  and 
1996,  total  Medicaid  spending  is  projected  to  increase  by  $123  billion  — 
costing  the  federal  government  an  extra  $70  billion  and  states  $53  billion 
more  a  year. 

Federal  mandates  enacted  since  1987  will  cost  states  more  than  $5.4 
billion  in  fiscal  1991  and  1992,  and  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1990  are  estimated  to  cost  states  $3.0  billion  during 
fiscal  1991  to  1995.  The  total  state  cost  of  all  of  these  mandates  is 
estimated  to  be  $17.4  billion  over  five  years  (through  1995). 

In  fiscal  1991,  Medicaid  expansions  included  $916  million  from  the 
provisions  left  in  the  catastrophic  health  care  legislation;  $461  million  to 
cover  new  nursing  home  regulations;  $479  million  for  Medicaid  coverage  for 
pregnant  women  and  children  up  to  age  6  up  to  133  percent  of  poverty  and  for 
early  and  periodic  screening,  diagnostic,  and  treatment  services;  and  $199 
million  for  Medicaid  costs  relating  to  welfare  reform. 

The  $916  million  state  cost  for  the  catastrophic  legislation  provisions  is 
an  interesting  case.  When  Congress  drafted  the  catastrophic  health  care  bill, 
it  expanded  Medicaid  coverage  of  Medicare  recipients,  anticipating  that  new 
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Medicare  benefits  would  offset  the  additional  costs  to  states.   Congress  later 
repealed  the  catastrophic  care  coverage  that  would  have  offset  state  costs, 
but  left  the  new  state  requirements  in  place. 

In  addition  to  matching  requirements  in  Medicaid,  states  also  provide 
matching  funds  for  the  Maternal  and  Child  Health  Care  Block  Grant.  The 
federal  government  appropriated  $665  million  for  fiscal  1993. 

coaBEcncus 

Corrections  is  another  area  where  states  must  increase  funding.  In  fiscal 
1990,  41  states  and  two  territories  were  under  court  orders  to  relieve  prison 
overcrowding  or  improve  conditions.  But  at  the  same  time,  more  offenders  — 
especially  those  who  commit  drug  offenses  or  violent  crimes  --  are  being 
convicted.  States  are  exploring  alternative  ways  to  deal  with  the  increasing 
number  of  offenders,  and  the  U.S.  Justice  Department  has  agreed  to  help  states 
in  seeking  revisions  in  some  court  orders.  However,  the  public  still  wants 
most  criminals  to  be  incarcerated.  State  spending  for  corrections  grew  11.4 
percent  from  1990  to  1991.   In  1990: 

•  62  new  institutions  were  opened  in  23  states  for  a  total  of  36,373 
bed  spaces,  at  an  average  construction  cost  of  $47,531  per  bed  space; 

•  38  states  reported  87,664  bed  spaces  under  construction  for  a  cost  of 
more  than  $3.2  billion; 

•  states  spent  more  than  $18.1  billion  to  operate  prisons;  and 

•  26  "boot  camps"  were  in  operation  in  19  states. 

EBWCATiai 

Education  expenditures  at  the  state  level  continue  to  increase  and  are 
expected  to  grow  throughout  the  decade  as  school  enrollments  continue  to 
grow.  This  comes  during  a  period  when  states  are  encouraging  systemic  school 
reform  and  continuing  their  efforts  to  achieve  the  national  education  goals. 

•  Between  1984  and  1989,  average  elementary  and  secondary  education 
spending  per  pupil  grew  by  22.7  percent  (real  growth  based  on  the 
purchasing  power  of  the  dollar  in  1990-91).  In  constant  dollars, 
current  expenditures  in  education  are  expected  to  increase  by  37 
percent  between  1990-91  and  2001-02. 

•  In  1988-89,  public  elementary  and  secondary  schools  spent  over  $189 
billion  on  current  school  operations,  including  operating  expenses, 
capital  outlay,  and  interest  on  debt.  The  average  per  pupil 
expenditure  during  1988-89  was  $4,639. 
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•  During  1988-89,  elementary  and  secondary  schools  received  47.7 
percent  of  their  funds  from  state  sources,  46.1  percent  from  local 
sources,  and  6.2  percent  from  the  federal  government.  Federal 
support  of  education  was  on  a  slow  decline  throughout  most  of  the 
1980s,  ranging  from  9.8  percent  of  total  education  revenues  in  1980 
to  6.2  percent  in  1989. 

•  Total  fall  enrollment  in  elementary  and  secondary  schools  is  expected 
to  rise  from  41.6  million  in  1991  to  45.1  million  in  1996  and  46.8 
million  in  2001. 

•  A  recent  survey  of  school  superintendents  by  the  American  Association 
of  School  Administrators  indicated  that  more  than  5  million  students 
attend  school  in  inadequate,  substandard  buildings.  The  same  survey 
noted  that  the  public  schools  will  face  energy  bills  that  will 
increase  by  approximately  $490  million  during  1991. 

TBtMSPCKIKIiai 

State  and  local  governments  currently  pay  for  the  lion's  share  of  the 
nation's  surface  transportation  infrastructure.  In  recent  years,  spending 
from  the  federal  trust  funds  and  general  fund  appropriations  have  not  kept 
pace  with  expenditures  by  state  and  local  governments. 

•  State  and  local  governments  financed  80  percent  of  the  $93.2  billion 
spent  on  surface  transportation  in  1991. 

•  State  financial  support  for  mass  transit  has  surpassed  federal  aid 
for  the  last  five  years,  with  state  support  reaching  $5.2  billion  in 
1991  compared  with  $3.3  billion  in  federal  funds. 

•  Between  1980  and  1990,  state  and  local  spending  on  highways  increased 
by  nearly  90  percent,  while  federal  spending  increased  by  only  52 
percent.  Forty-seven  states  increased  gas  taxes  during  the  decade. 

•  Between  1986  and  1990,  federal  spending  on  highways  dropped  1.5 
percent,  while  state  expenditures  increased  almost  30  percent. 

In  response  to  the  lag  in  federal  infrastructure  investment  and  the 
growing  unexpended  balances  in  transportation  trust  funds.  Congress  increased 
federal  funding  in  the  surface  transportation  bill.  The  six-year,  $155 
billion  Intermodal  Surface  Transportation  Efficiency  Act  (ISTGA)  enacted  in 
December  1991  authorizes  an  increase  in  the  federal  funding  available  to 
states.  The  new  law  proposes  about  $20  billion  annually  for  highways  and 
bridges  and  about  $5  billion  a  year  for  mass  transit  systems.  Actual 
appropriations  fall  $3.9  billion  short  of  the  $25.7  billion  enacted  in  ISTEA. 

As  NGA  recommended,  ISTEA  roughly  maintained  the  existing  federal  and 
state/local  matching  ratios.  If  all  apportioned  federal  funds  are  matched  over 
the  six  years,  states  and  localities  would  spend  a  minimum  of  $30  billion  in 
matching  funds  on  federal  highway,  bridge,  and  mass  transit  projects. 
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Over  the  long  term,  the  new  legislation  also  will  succeed  in  spending  down 
much  of  the  unexpended  balance  in  the  federal  Highway  Trust  Fund,  subject  to 
annual  congressional  action  on  obligation  ceilings  in  annual  appropriations 
bills.  Revenues  credited  to  the  fund  have  fallen  short  of  projections  because 
of  economic  conditions,  slowing  growth  in  the  trust  fund  balance. 

The  budget  agreement  passed  late  in  the  101st  Congress  increased  motor 
fuel  taxes  by  five  cents,  with  50  percent  dedicated  to  the  transportation 
trust  fund  and  50  percent  diverted  for  deficit  reduction.  The  new  surface 
transportation  legislation  extends  all  current  trust  fund  taxes,  including  2.5 
cents  of  last  year's  federal  motor  fuel  taxes,  but  assumes  the  termination  of 
the  2.5  cents  to  the  general  fund  after  1995.  A  recent  report  released  by  the 
General  Accounting  Office  identified  extension  of  this  2.5  cent  tax  for 
deposit  to  the  Highway  Trust  Fund  as  one  option  for  addressing  lower  than 
projected  trust  fund  income. 

mviKOWMnrrM.  progrmis 

The  growing  costs  of  environmental  protection  also  represent  a  significant 
demand  on  state  budgets.  Overall,  the  contribution  of  the  U.S.  Environmental 
Protection  Agency  (EPA)  to  state  environmental  protection  programs  has  been 
shrinking.  Between  1979  and  1992,  federal  support  for  wastewater  treatment 
programs  declined  by  more  than  one-half  in  nominal  dollars.  The  Clean  Water 
Act  was  funded  at  $5  billion  in  1980  and  $2.5  billion  in  1992.  Federal 
support  for  managing  environmental  programs  has  declined  by  more  than 
one-third  in  real  terms  over  the  same  period. 

Meanwhile,  federal  mandates  have  required  substantial  increases  in  state 
spending  on  the  environment.  Between  1982  and  1986,  state  support  of  programs 
in  the  critical  areas  of  air,  water,  and  waste  management  increased  by  more 
than  40  percent,  to  over  $721  million.  Annual  costs  to  states  of  implementing 
the  1990  Clean  Air  Act  amendments  could  reach  as  high  as  $600  million.  This 
estimate  does  not  account  for  amounts  collected  through  air  permit  fees. 

EPA  conservatively  estimates  the  cost  of  compliance  with  its  new  landfill 
rules  to  exceed  $330  million  annually  for  landfill  operators.  Most  of  these 
costs  will  be  passed  on  to  local  governments.  State  administration  of  the 
drinking  water  programs  will  cost  more  than  $450  million  per  year  by  1995, 
according  to  EPA, 

Finally,  in  the  area  of  water  infrastructure,  the  federal  commitment  will 
cover  only  a  small  fraction  of  the  costs  of  necessary  investment  in  wastewater 
treatment  plants.   According  to  EPA's  estimate,  wastewater  construction  needed 
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to  meet  the  goals  and  requirements  of  the  Clean  Water  Act  totals  more  than 
$110  billion  through  the  year  2010,  while  the  total  federal  commitment  to 
capitalize  state  revolving  loan  funds  for  meeting  these  needs  stands  at  just 
$8.4  billion.  Many  of  the  costs  for  all  the  environmental  programs  identified 
above  ultimately  will  fall  onto  state  and  local  governments  as  well  as 
citizens. 

DrmtGOffEHiiMHrrAL  fobdihg  SHTrrs 

The  economic  landscape  has  changed  considerably  since  the  nation  last 
faced  a  recession,  particularly  in  intergovernmental  relations.  Major  changes 
in  funding  patterns  and  continual  growth  in  federal  mandates  have  had  a 
massive  impact  on  state  budgets. 

Sinfce  the  last  recession,  the  federal  government  has  ended  the  broad-based 
federal  grants  in  aid  that  once  helped  fund  basic  governmental  services  and 
provide  countercyclical  assistance.  In  1981,  these  grants  provided  $12.0 
billion  to  state  and  local  governments,  funding  that  is  no  longer  available. 
This  decrease  in  aid  has  been  paralleled  by  dramatic  growth  in  federal 
programs  that  require  states  to  pay  a  matching  share.  In  1992,  states  spent 
$37  billion  more  on  the  Medicaid  program  than  they  did  10  years  earlier. 

Although  federal  grants  in  aid  to  state  and  local  governments  have 
increased  from  $105.8  billion  to  $192  billion  between  1981  and  1992,  most  of 
this  "increase"  consists  of  the  federal  share  of  individual  entitlement 
programs  such  as  Medicaid  and  AFDC,  which  require  state  matching  payments. 
Funding  for  programs  other  than  Medicaid  and  ATDC  has  only  increased  from  $80 
billion  to  $102  billion  since  1981.  Factoring  in  inflation,  this  is  a  net 
decrease  of  16  percent  over  the  period. 
CfCUDSIM 

Under  pressure  from  federal  mandates  and  rapid  spending  increases  in 
Medicaid  and  other  health  programs,  and  facing  increasing  demands  in 
education,  corrections,  transportation,  and  other  areas,  states  want  to 
prevent  further  cuts  in  federal  aid  and  increase  flexibility  in  their  use 
federal  of  funds. 

The  governors  believe  that  government  at  every  level  needs  to  maintain  its 
investment  in  human  infrastructure  programs  such  as  education,  nutrition,  and 
health  care,  and  in  physical  infrastructure  such  as  highways  and  bridges.  In 
addition  to  meeting  basic  human  needs  and  protecting  the  environment, 
government  should  consider  ways  to  encourage  the  sustained  economic  growth 
that  is  critical  to  the  nation's  health. 
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Mr.  Chairman  and  members  of  the  Subcommittee  on  Economic 
Development.  I  appreciate  the  opportunity  to  submit  testimony  that 
addresses  the  important  topic  of  these  hearings,  "Investing  in 
America's  Infrastructure:  Short  and  Long  Term  Strategies." 

As  the  Clinton  Administration  prepares  an  economic  stimulus  package 
for  our  country,  it  will  be  looking  for  the  most  efficient  means  of 
delivering  jobs  that  will  improve  our  standard  of  living.  I  know 
that  there  has  been  considerable  discussion  of  infrastructure 
projects  as  part  of  that  package  and  that  there  is  concern  that 
infrastructure  projects  may  not  be  economically  justified  or 
provide  immediate  results.  In  a  moment,  I  will  outline  a  series  of 
infrastructure  projects  in  Wisconsin  that  are  critical  to  the  state 
and  can  be  undertaken  quickly. 

While  short-term  stimulus  is  necessary,  the  nation's  governors 
believe  that  a  long-term  investment  strategy  must  also  be 
developed.  For  this  reason,  we  urge  the  Administration  and 
Congress  to  increase  investment  in  existing  programs  such  as  the 
Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA) ,  The  Clean 
Water  State  Revolving  Loan  Fund,  and  the  Community  Development 
Block  Grant  Program.  These  programs  have  the  desired  effect  of 
producing  long-term  employment  and  efficient  investment  of  funds. 

Wisconsin  is  prepared  to  begin  development  projects  provided  that 
the  federal  government  invests  in  the  programs  I  have  just 
mentioned.  Wisconsin  is  ready  to  let  to  contract  before  July  1, 
1993,  an  additional  $75  million  in  highway  construction  work  beyond 
what  we  were  already  committed  to  with  Fiscal  Year  1993  federal 
highway  funding.  These  represent  a  wide  variety  of  improvement 
projects  that  had  been  developed  in  the  expectation  that  ISTEA 
would  be  fully  funded  in  FY93. 

However,  our  ability  to  deliver  these  projects  in  the  proposed  time 
frame  is  dependent  on  inclusion  in  the  economic  stimulus 
legislation  of  two  important  provisions: 

1.  federal  highway  funding  must  not  be  limited  to  states'  existing 
categories  of  apportionment  balances.  Either  new  apportionments 
with  broad  eligibility  should  be  provided,  or  provisions  should  be 
enacted  to  permit  full  transferability  of  any  existing  balance  to 
any  other  category  to  ensure  that  whatever  projects  are  ready  can 
be  funded. 
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2.  Workable  provisions  must  be  provided  to  permit  100  percent 
federal  funding  of  projects  in  the  stimulus  package.  At  this  stage 
in  the  state  and  local  fiscal  years,  it  is  difficult  to  provide 
additional  funds  for  a  non  federal  share  without  serious 
disruptions  in  other  programs.  The  provision  for  waiver  of  the 
federal  share  in  current  law  is  onerous  and  unworkable,  as 
evidenced  by  the  fact  that  few  states  or  localities  have  made  use 
of  the  provision,  despite  their  difficulty  in  raising  the  non- 
federal share. 

I  have  recently  sent  a  letter  to  Transportation  Secretary  Federico 
Pena  presenting  this  information  as  well  as  other  infrastructure 
proposals  from  Wisconsin. 

The  Community  Development  Block  Grant  program  has  been  used  to 
effectively  assist  business  all  across  the  state  of  Wisconsin.  The 
City  of  Broadhead  has  used  the  program  to  provide  sewer 
improvements  that  allowed  new  business  to  relocate  in  that  city's 
industrial  park.  Hartford,  Wisconsin  has  used  a  grant  to  expand 
Motion  Controls  Inc.,  a  manufacturing  facility  in  that  city, 
providing  jobs  and  encouraging  increased  private  investment.  In 
1992,  economic  development  awards  in  Wisconsin  totaled  more  than  $4 
million.  They  created  or  retained  over  250  jobs  and  leveraged  in 
excess  of  $7.5  million  in  private  investment.  This  program  is  the 
economic  stimulus  we  are  seeking. 

The  National  Governors  Association  has  recommended  that  the  state 
revolving  loan  fund  receive  federal  capitalization  grants  of  $5 
billion  per  year  doubling  the  current  federal  investment  and 
returning  the  level  of  federal  support  to  its  1980  level. 
Considering  the  effects  of  inflation,  the  1980  level  is  much  higher 
than  the  current  NGA  recommendation.  This  program  will  be  most 
effective  when  the  federal  government  assists  states  in  paying  for 
some  of  the  most  costly  federal  mandates. 

I  agree  with  my  fellow  governors  that  have  testified  before  this 
subcommittee  that  these  programs  should  be  a  priority  in  any 
economic  development  policy  that  is  enacted.  They  will  provide  the 
most  immediate  and  tangible  results  to  improve  our  economy  combined 
with  long-term  investments  for  the  country's  fut\ire. 
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INVESTING  IN  AMERICA'S  INFRASTRUCTURE: 
SHORT-  AND  LONG-TERM  STRATEGIES 


WEDNESDAY,  FEBRUARY  3,  1993 

House  of  Representatives, 
Subcommittee  on  Economic  Development, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10:10  a.m.,  in  room 
2167,  Raybum  House  Office  Building,  Hon.  Robert  E.  Wise,  Jr. 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Wise.  This  hearing  of  the  Subcommittee  on  Economic  Devel- 
opment Committee  on  Public  Works  and  Transportation  will  come 
to  order. 

This  is  the  third  day  in  a  series  of  hearings  that  have  been  held 
on  investing  in  America's  infrastructure,  short-  and  long-term 
strategies.  We  have  had  testimony  on  the  first  day  from  a  panel  of 
economists,  from  a  panel  of  mayors,  and  we  heard  testimony  yes- 
terday from  the  representatives  of  the  National  Governors  Associa- 
tion, and  today  I  think  we  are  coming  to  the  people  we  definitely 
ought  to  be  hearing  from  as  the  new  Administration  and  this  Con- 
gress explore  what  should  be  the  role  of  America's  infrastructure 
and  the  investment  in  that.  Today  we  hear  from  Members  of  Con- 
gress. 

I  wanted,  in  conjunction  with  the  Ranking  Member  of  this  sub- 
committee, Susan  Molinari,  to  hold  this  hearing  because  we  think 
that  Members  of  Congress  on  both  sides  of  the  aisle  have  a  lot  to 
bring  to  this  discussion,  and  as  legislation  will  undoubtedly  move 
forward  in  the  next  few  weeks,  it  is  certainly  important  we  hear 
as  regards  ttie  infrastructure  piece  of  it  what  Members  of  Congress 
are  recommending;  what  they  would  urge  we  be  considering. 

This  subcommittee,  in  conjunction  with  the  full  committee,  of 
course,  will  be  looking  carefully  during  the  next  few  weeks  at  legis- 
lation that  would  have  both  a  short-term  economic  stimulus  effect 
as  well  as  a  long-term  one. 

We  are  delighted  to  have  so  many  Members  express  interest,  and 
before  we  be^  and  call  the  first  panel.  I  would  like  to  open  it  up 
for  any  opemng  remarks  that  members  of  the  subcommittee  have. 

I  turn,  first,  to  Mr.  Hutchinson,  who  has  moved  up  quickly  in  the 
subcommittee  from  just  a  couple  of  weeks  ago.  But,  of  course,  you 
had  a  good  mentor — our  predecessor,  who  was  very,  very  influen- 
tial here.  But  I  turn  to  Mr.  Hutchinson  for  any  opening  remarks 
he  may  wish  to  make. 

Mr.  Hutchinson.  Thank  you,  Mr.  Chairman.  They  tell  me  to 
press  into  action  until  Susan  gets  here. 

(349) 
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I  think  that  it  has  been  very  valuable,  the  testimony  that  we 
have  heard.  I  think  the  input  of  the  Governors  yesterday  was  valu- 
able, and  as  a  State  that  has  had  a  very  active  Governor  in  the 
past  in  the  Governors  Association,  who  has  a  rather  prominent  role 
in  Washington,  from  the  State  of  Arkansas,  we  value  their  input. 

I  think  no  one  is  more  familiar  with  the  infrastructure  needs  and 
the  interrelationship  of  the  Federal  Government  and  the  state  in 
the  building  of  the  infrastructure  than  Members  of  Congress,  and 
so  I  also  am  pleased  with  the  interest  that  the  membership  has 
shown  in  the  short-term  economic  stimulus  package  and  our  long- 
term  infrastructure  program,  and  look  forward  with  anticipation 
with  the  contributions  they  are  going  to  make  today. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Appreciate  the  gentleman's  remarks. 

I  recognize  the  gentleman  from  South  Carolina,  Mr.  Clybum,  for 
any  opening  remarks  he  might  wish  to  make. 

Mr.  Clyburn.  I  have  none. 

Mr.  Wise.  You  will  gain  a  high  place  in  committee  heaven  for 
that  position. 

I  turn  to  the  gentleman  from  Georgia,  Mr.  Collins,  for  any  open- 
ing remarks  he  might  wish  to  make. 

Mr.  Collins.  Thank  you,  Mr.  Chairman.  I  will  reserve  my  re- 
marks for  later  as  a  witness. 

Mr.  Wise.  You  are  joining  Mr.  Clybum  in  that  pantheon. 

I  turn  to  the  gentleman  from  Michigan,  Mr.  Barcia. 

Mr.  Barcl\.  Thank  you,  Mr.  Chairman. 

I  have  a  prepared  statement  which  I  will  submit  to  be  printed 
in  the  record. 

Mr.  Wise.  The  committee  will  receive  that  statement. 

[Mr.  Barcia's  prepared  statement  follows:] 

Statement  of  Hon.  James  A.  Barcia 

Mr.  Chairman,  I  would  like  to  thank  you  again  for  your  leadership  in  getting  such 
a  quick  start  on  this  most  important  oi  subjects:  investment  in  our  economy.  I  wel- 
come our  most  distinguished  colleagues  who  appear  before  us  today  for  the  third  in 
this  series  of  hearings  on  infrastructure  investment  strategies. 

If  we  are  to  address  the  economic  distress  now  being  faced  by  American  citizens 
such  as  those  in  my  5th  District  of  Michigan,  we  must  act  in  a  timely  fashion.  Our 
December  state  unemployment  rate  was  7.9  percent,  with  a  three-month  average  of 
8.4  percent.  An  8.4  percent  unemployment  rate  is  not  acceptable  for  my  constitu- 
ents, nor  should  it  be  for  anyone  in  this  country.  We  must  provide  responsible  short- 
term,  temporary  relief  for  our  unemployed  citizens. 

I  also  salute  you,  Mr.  Chairman,  for  paying  much-needed  attention  to  the  neces- 
sity for  long-term  structural  changes  in  our  economy.  No  short  term  progreim  will 
address  th^  enormous  crisis  presented  by  the  disappearance  of  American  jobs  from 
the  automobile  and  other  manufacturing  industries. 

There  are  many  communities  facing  tremendous  hardship  due  to  the  pending  clo- 
sure of  a  military  base  in  their  area.  Military  and  GJovemment  estimates  predict 
that  the  closure  of  Wurtsmith  Air  Force  Base  in  my  district  will  result  in  a  loss  of 
50  percent  of  the  population  and  a  27  percent  unemployment  rate  in  the  host  town 
of  Oscoda,  and  that  by  1995  one-third  of  the  households  in  Fosco  county  will  be  re- 
ceiving social  program  assistance  due  to  the  loss  of  jobs  in  the  area. 

Short-term  federal  stimulus  will  not  solve  these  problems.  Our  nation's  competi- 
tiveness must  be  enhanced  through  long-term  worker  retraining,  and  government 
and  business  investment.  I  do  not  favor  a  strategy  of  throwing  federal  dollars  and 
programs  at  the  problem.  These  hearings  represent  an  important  first  step  in  deter- 
mining the  most  responsible  strategy  for  accomplishing  our  goal  of  providing  a  bet- 
ter future  for  our  children  and  a  job  for  every  American  worker. 

Once  again,  Mr.  Chairman,  I  thank  you  for  your  leadership,  and  I  look  forward 
to  working  closely  with  you  on  these  critical  issues  for  the  103rd  Congress. 
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Mr.  Wise.  I  will  leave  the  record  open  at  this  point  to  receive 
prepared  statements  of  our  colleagues. 
[Statements  referred  to  follow:] 
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OPENING  STATEMENT 

HON.  NICK  J.  RAHALL.  II  (D-WV) 

HEARINGS 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

February  2.  1993 

Mr.  Chairman,  I  am  pleased  to  join  with  you  today  at  these 

hearings  to  receive  testimony  from  Governors  of  several  states, 

regarding  our  absolute  need  to  strengthen  our  economy  in  general  and 

increasing  the  economic  growth  rate  of  this  recovery  period. 

The  Economic  Development  Act  is  but  one  of  the  several  vehicles  we 
have  for  moving  the  economy  forward,  by  enacting  a  strong  jobs  bill 
tied  to  infrastructure  needs. 

As  Chairman  Norm  Mineta  has  so  eloquently  stated:   We  do  not 
accept  the  premise  that  a  2  to  3  percent  growth  rate,  being  touted  now 
as  economic  recovery,  is  all  we  need  to  do.   It  isn't  acceptable  for 
the  simple  reason  that  a  2  to  3  percent  growth  rate  in  the  economy 
produces  zero-growth  in  jobs.   If  we  do  not  create  jobs,  and  soon, 
there  will  be  no  sustained  economic  growth  in  this  country. 

I  will  just  reiterate  --  for  many  have  said  it  already  and  meant 
it  --  including  President  Clinton  --  the  unemployment  rate  throughout 
America  is  still  unacceptably  high,  and  so  we  must  enact  a  stimulus 
package  that  provides  both  short-term  stimulus  and  long-term  investment 
in  order  to  create  enough  jobs  to  put  America  back  to  work.  If  we  do 
that  and  do  it  quickly  and  do  it  well,  we  will  increase  revenues  from 
newly  employed  tax-paying  citizens,  which  will  help  keep  the  economic 
stimulus  bill  from  having  a  serious  impact  on  increasing  the  deficit. 
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Sone  increase  in  the  deficit  may  be  necessary  in  the  short-term 
while  we  implement  public  works  projects  that  create  jobs  and  put 
people  back  to  work  and  food  on  tables,  but  the  end  result  will  be 
long-term  investment  in  increased  productivity  and  performance  of  the 
economy . 

Let  us  invest  now  in  jobs  that  are  ready  to  go.   At  our  fingertips 
we  not  only  have  the  two-volumes  of  JOBS  READY  TO  GO  produced  by  the 
U.S.  Conference  of  Mayors  last  year,  we  as  individual  Members  have 
reams  of  paper  in  our  office  listing  specifics  of  jobs  ready  to  go  in 
our  Congressional  Districts.   The  lists  of  jobs  ready  to  go  in  my 
District  are  the  result  of  my  own  survey  of  my  Congressional  District 
last  year,  just  after  H.R.  4175  was  introduced,  a  bill  patterned  after 
successful  legislation  enacted  in  1976  and  1977  by  this  Committee, 
which  created  more  than  370,000  jobs.   The  response  I  received  from  my 
mayors,  county  commissioners,  local  and  regional  planning  and 
development  agencies,  and  from  other  State/local  agencies  was 
outstanding.   The  projects  they  can  get  up  and  running  within  90  days 
range  everywhere  from  wastewater  treatment  plants  and  facilities  to 
school  building  construction  and  repair.   They  are  ready  to  go. 

Let  us  invest  in  bricks  and  mortar,  and  in  education,  training  and 
retraining,  and  put  our  people  back  to  work. 

In  addition  to  the  reauthorization  of  the  EDA,  and  using  it  as  one 
of  the  vehicles  for  change,  for  getting  the  country  running  again,  we 
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must  push  for  full  funding  of  ISTEA  --  and  I  Invite  you  to  the  hearings 
I  am  planning  on  that  subject  in  the  coming  days. 

ISTEA  has  been  underfunded  by  nearly  $4  billion  in  FY  1993  --  the 
current  fiscal  year.   That  missing  funding  should  be  promptly  restored. 

Additional  funding  now  for  ISTEA  will  produce  both  near- term 
slnultis  for  programs  already  up  and  running,  as  well  as  long-term 
investment  value  in  roads,  highways,  bridges  and  transit  programs. 

And  we  need  to  address  the  largest  unmet  infrastructure  need  in 
the  United  States  at  this  moment  --  waste  water  treatment  works.   This 
need  is  the  one  most  often  addressed  among  the  responses  I  received  to 
my  survey  of  projects  ready  to  go  in  my  District  last  year,  when  we 
introduced  H.R.  4175.   With  estimates  of  need  nationwide  set  at  between 
$80  and  $115  billion  for  waste  water  treatment  alone,  the  Congress 
spends  a  little  more  than  $2  billion  under  the  state  revolving  loan 
fund  (SRF)  --a  source  of  funds  totally  unusable  by  poor,  small  rural 
communities  with  no  tax  base  to  speak  of  and  no  way  to  match  or 
leverage  local  funds  for  this  purpose. 

It  is  especially  difficult  for  people  back  home  in  our  districts 
to  understand  how  the  Federal  government,  which  Imposed  the  mandated 
water  quality  standards  on  them,  can  spend  only  a  little  more  than  $2 
billion  on  this  need  nationwide ,  when  West  Virginia  alone  is  estimated 
to  need  $2  billion  to  meets  its  state  and  local  needs. 
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Uhile  I  wish  we  could  spent  the  $80  to  $115  billion  on  water 
resources  and  developoent  projects  now  pending  in  the  United  States,  we 
must  spend  at  least  $3  billion  in  FY  93,  and  $4  billion  per  year 
thereafter,  which  would  have  an  imnediate  near -tern  stimulus  effect,  . 
but  for  the  most  part  would  be  long-term  investment. 

We  need  short-term  stimulus  funding  for  direct  assistance  to 
states  and  local  entities  for  the  construction,  rehabilitation,  or 
repair  of  such  facililes  as  public  schools,  libraries,  drinking  water 
systems,  wastewater  and  stormwater  pipe  projects, non-federal  streets, 
roads  and  bridges,  city  halls,  courthouses,  fire  departments,  law 
enforcement  agencies,  and  the  like,  which  are  not  now  part  of  ongoing 
federally  funded  grant  programs,  and  we  should  ask  for  at  least  $5 
billion  for  this  purpose  during  this  fiscal  year. 

He  will  need  new  authorizing  legislation  in  order  to  get  the  jump- 
start  effect  on  the  economy  that  we  need,  giving  us  the  chance  to  make 
changes  in  existing  programs  allowing  less  categorization  and  so  that 
funds  could  shift  disproportionately  to  the  types  of  quick  start,  quick 
to  complete  projects  that  are  smaller  and  could  be  implemented  on  a 
very  fast  track. 

We  can  do  this  and  do  it  quickly  by  working  closely  together  for 
the  common  good.   1  look  forward  to  working  with  the  Clinton 
Administration,  the  Subcommittee  on  Economic  Development  and  the 
Committee  on  Public  Works  and  Transportation  in  the  coming  weeks  to 
design  and  fully  develop  legislation  to  revitalize  our  economy  and 
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provide  a  foundation  for  continued  economic  growth,  the  creation  and 
retention  of  Jobs,  and  an  Improved  quality  of  life  for  all  people. 
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Thank  you  Mr.  Chairman  for  holding  this  hearing  and  moving 
forward  on  these  very  important  issues.   The  needs  of  this 
nation,  both  for  jobs  and  infrastructure  improvements,  are  well 
known,  and  I  am  pleased  that  steps  are  being  taken  to  address 
these  critical  matters.   I  hope  and  believe  that  very  shortly 
legislation  will  be  brought  forth  to  meet  these  needs,  and  we 
can  put  our  nation  back  on  track,  and  break  out  of  the 
stagnation  which  is  now  gripping  us.   My  Subcommittee  and  I 
stand  ready  to  do  our  part  to  make  this  a  reality. 

I  was  very  active  in  the  development  of  the  Intermodal 
Surface  Transportation  Infrastructure  Act  of  1991,  now  well 
known  as  ISTEA.   From  the  first  draft  of  that  legislation  right 
through  conference,  floor  consideration  and  final  passage,  one 
fact  stuck  in  my  mind,  and  that  was  the  fact  that  the 
approximately  150  billion  dollar  infrastructure  investment 
package  we  were  drafting  would  meet  only  about  one-half  of  our 
existing  surface  transportation  infrastructure  nseds. 

Mr.  Chairman,  I'm  not  talking  about  the  need  for  new  work  or 
grand  plans  for  the  future,  I  am  talking  about  just  meeting  the 
current  maintenance  needs  of  the  facilities  we  already  have. 
Right  now  our  roads,  bridges,  and  transit  systems,  and  in  my 
Water  Resources  and  Environment  Subcommittee  our  sewers, 
treatment  plants,  and  related  facilities,  are  crumbling  because 
we  are  not  keeping  up.   We  cannot  continue  to  do  business  this 
way  and  remain  a  great,  productive  nation. 

While  we  have  been  letting  this  backlog  of  work  pile  up,  too 
many  of  even  our  highly  skilled  constituents  have  been  sitting 
idly,  suffering  under  the  recession  and  persistent  economic 
stagnation.   In  my  own  district  the  unemployment  rate  is  over 
ten  percent.   Workers  with  valuable  skills  are  wasting  away, 
yet,  as  I  just  said,  there  is  so  much  work  we  need  to  do. 

Mr.  Chairman,  we  must  marry  up  this  great  pool  of  available 
talent  with  our  universally  recognized  needs.   Not  only  will  we 
then  be  putting  people  back  to  work,  and  not  only  will  we  be 
stimulating  the  economy,  but  we  will  at  the  same  time  be 
building  for  our  future,  giving  us  the  means  to  be  productive 
and  successful  once  more.   It  sure  is  a  lot  more  valuable  to  our 
nation  than  extending  unemployment  benefits. 

There  are  so  many  other  benefits  to  be  realized  from 
creating  infrastructure  jobs.   These  jobs  would  be  some  of  the 
best  jobs  in  our  economy.   They  are  good,  honest,  demanding, 
hard-working,  well-paying  jobs.   They  are  the  types  of  jobs 
which  pay  health  insurance  premiums,  pay  mortgages  instead  of 
rent,  make  new  car  purchases  possible,  and  even  put  kids  through 
school . 


359 


It's  the  type  of  spending  which  puts  materialmen  and  factories 
to  work,  and  because  of  the  nature  of  the  needs,  much  of  the 
goods  purchased  are  American  made,  so  we  can  enjoy  much  of  the 
benefit  at  home. 

I  can  give  you  an  extensive  list  of  the  needs  I  am  most 
familiar  with,  those  of  my  own  district.   Crumbling  everything: 
roads;  bridges;  pipes;  years'  old  storm  and  flood  damage;  you 
name  it.   Even  out-grown  nearly  century-old  horse  and  fire  wagon 
fire  stations  holding  antigue  diesel  powered  eguipment,   Mr. 
Chairman  and  members  of  the  Subcommittee,  I  still  have  people 
drinking  and  washing  with  rainwater  collected  in  cisterns,  the 
only  treatment  the  water  receives,  an  occasional  dose  of  some 
household  bleach. 

Mr.  Chairman,  it  is  so  obvious  it  is  painful.   The  needs  are 
clear  and  profound,  the  talent  is  ready,  very  willing  and  able, 
and  the  benefits  are  immense.   All  we  need  is  the  will  to  get 
the  job  done.   Let's  move  forward  without  delay,  and  do  what  we 
must  do.   Thank  you  Mr.  Chairman. 
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MR.  CHAIRMAN,  I  want  to  thank  you  for  calling  today's 
hearing.   This  is  the  third  in  a  series  of  hearings  on  Investing 
in  America's  infrastructure:   Short  and  Long-Term  Strategies. 
Today  we  will  hear  from  many  of  my  distinguished  colleagues  who 
represent  states  from  all  across  our  nation.   I  welcome  you  here 
today  and  look  forward  to  hearing  your  testimony. 

My  state  of  Illinois  needs  the  added  txjost  that  an  economic 
stimulus  package  could  provide.   Yesterday,  I  had  the  opportunity 
of  listening  to  the  testimony  of  our  Governor,  Jim  Edgar.   He 
sharpened  my  support  of  an  investment  package  by  citing  examples 
of  job  growth  possibilities  and  the  need  for  infrastructure 
improvements  in  Illinois. 

The  testimony  that  will  be  presented  today  will  help  me  and 
other  members  of  this  Subcommittee  further  define  the  need  for  an 
economic  stimulus  package  and  allow  us  to  consider  all  the  ideas 
that  other  Members  of  Congress  testifying  today  will  illustrate. 
Again,  thank  you  Mr.  Chairman. 
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Mr.  Chairman,  I  appreciate  this  opportunity  to  offer  my 
input  on  infrastructural  investment. 

Let  me  say  at  the  outset  how  gratified  I  am  that  we  have 
finally  reached  consensus  on  the  need  for  a  significant  short 
term  economic  stimulus,  as  well  as  a  long  term  investment 
strategy.   It's  about  time. 

By  every  indication  the  recession  is  still  with  us. 
According  to  the  Labor  Department,  98.4  million  people  had  full- 
time  jobs  in  June  1990.   Last  month  this  number  had  dropped  to 
97.5  million.   That  is  a  drop  of  nearly  1  million  jobs  in  2  and 
one  half  years.   I  think  there  is  no  better  measure  of  how 
important  it  is  that  we  take  action  on  the  economy.   There  is 
nothing  more  basic  than  holding  a  job,  and  the  private  sector  is 
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simply  not  going  to  provide  enough  of  them.   The  question  is 
where  will  government  investment  have  the  most  positive  impact. 

Last  year,  as  a  member  of  the  Government  Operations 
Committee,  I  worked  hard  in  support  of  the  Local  Partnership  Act. 
In  doing  so,  I  was  struck  by  the  overwhelming  response  from 
counties  and  municipalities  all  over  the  country.   Every  one  of 
them  have  projects  on  the  shelf  that  they  are  ready  to  implement 
when  they  get  the  funds.   Every  one  of  these  projects  will  put 
people  to  work.   But  they  are  different  types  of  projects  in  each 
locality. 

Some  communities  need  to  rebuild  roads  or  bridges,  others 
have  water  or  sewage  systems  in  need  of  work.   Still  others  are 
badly  understaffed  and  unable  to  provide  some  of  the  most  basic 
municipal  services.   The  Local  Partnership  Act  was  far-sighted 
legislation  because  it  recognized  the  need  for  flexibility  —  it 
allowed  each  locality  to  use  the  funds  it  received  to  meet  its 
own  most  important  priorities. 

I  think  that  any  short  term  economic  stimulus  package  we 
pass  should  embody  this  same  flexibility.   Our  local  communities 
know  best  what  their  most  pressing  needs  are.   It  would  be 
unfortunate  if  we  locked  federal  funds  into  programs,  or  sectors 
of  the  economy,  that  forced  local  communities  to  spend  the  money 
in  areas  that  were  not  their  most  important  priorities. 
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This  would  also  be  the  best  way  to  address  one  of  our  most 
painful  contradictions  of  the  last  12  years.   Since  FY  1981 
direct  federal  financial  aid  to  the  nation's  cities  and  counties 
has  declined  by  37%.   At  the  same  time  we  have  increasingly 
shifted  to  them  some  of  the  major  responsibilities  of  government. 
Nowhere  is  this  more  evident  than  in  environmental  policy.   And 
no  other  area  has  seen  a  greater  explosion  of  unfunded  Federal 
mandates. 

Since  1979  we  have  passed  nine  major  environmental  laws 
including  RCRA,  the  Safe  Drinking  Water  Act  and  major  amendments 
to  the  Clean  Air  and  Clean  Water  Acts,  but  the  operating  budget 
of  the  EPA  has  hardly  changed.   Because  of  these  requirements, 
local  governments  are  now  cutting  essential  local  services. 
States  and  localities  must  be  able  to  fulfill  their  obligations 
in  this  regard,  and  there  is  no  reason  that  this  should  not  be 
seen  as  a  fundamental  element  of  our  nation's  infrastructure. 

A  flexible  short  term  strategy  would  also  insure  that  every 
region  of  the  country  is  included.   An  economic  stimulus  package 
that  focuses  too  exclusively  on  public  works  runs  the  risk  of 
neglecting  rural  communities.   But  rural  America  is  suffering 
from  poverty  and  unemployment  just  as  acutely  as  the  cities.   In 
fact,  the  rural  unemployment  rate  is  only  slightly  lower  than  it 
is  in  urban  areas,  and  in  most  places  services  have  been  cut  back 
even  further.   We  need  to  make  sure  that  our  recovery  efforts 
reach  beyond  the  city  limits. 
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Our  long  term  investment  needs  raise  a  different  set  of 
issues.   One  of  the  biggest  tragedies  of  the  Reagan/Bush  years  is 
that  we  utilized  the  vast  proportion  of  our  investment  capital  on 
military  weapons  systems.   The  money  we  have  spent  on  B-2 
Bombers,  M-X  Missiles,  Star  Wars  and  Seawolf  Submarines  has  done 
nothing  to  enhance  our  industrial  capabilities.   These  projects 
give  nothing  to  our  communities;  and,  incidentally,  they  have  not 
improved  our  military.   It  is  time  to  transfer  these  resources  to 
sectors  of  the  economy  that  will  benefit  American  workers,  and 
improve  American  industry. 

And  it  is  quite  clear  that  shifting  Defense  monies  will  do 
just  this.   The  Congressional  Research  Service  recently  released 
a  report  written  in  conjunction  with  the  Government  Operations 
Committee  which  shows  that  the  Federal  Government  could  generate 
a  net  increase  of  more  than  12,000  private  sector  jobs  by 
shifting  $3  billion  from  military  industries  to  state  and  local 
jurisdictions.   Such  a  move,  while  eliminating  11,500  jobs  in 
military  industries,  would  create  23,600  new  jobs  in  industries 
focused  on  civilian  production. 

Mr.  Chairman,  this  is  just  the  type  of  shift  that  our 
economy  desperately  needs.   There  are  growing  concerns  that  the 
pace  of  U.S.  technological  advancement  is  declining.   For  the 
U.S.  to  be  competitive  in  the  world  economy,  American  companies 
must  be  able  to  engage  in  trade,  retain  market  shares,  and  offer 
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high  quality  products,  processes  and  services.   The  Federal 
government  can  play  a  central  role  in  this  by  stimulating 
technological  and  industrial  innovation  in  targeted  sectors  of 
our  economy.   High  speed  rail  and  other  types  of  mass  transit, 
environmental  technologies,  high-density  television  and  other 
video  processes,  these  are  all  areas  that  the  American  economy 
will  benefit  from  if  we  make  prudent  investments  now. 

Let  me  stress  in  conclusion  that  we  should  keep  in  mind  that 
it  is  our  local  communities  who  know  best  what  the  most  important 
infrastructural  priorities  are,  and  that  these  are  not  the  same 
everyone  of  them.   This  is  particularly  true  with  respect  to  the 
short  term  strategy  that  our  country  so  desperately  needs.   As  we 
develop  and  implement  our  economic  program,  we  must  make  sure 
that  local  governments  are  included  in  every  step  of  the  process. 
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TESTIMONY  OF  THE  HONORABLE  EDDIE  BERNICE  JOHNSON 

COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

FEBRUARY  3,  1993 

Chairman  Wise,  Congresswoman  IS/loiinari,  thanit  you  for  the  opportunity 
to  appear  before  this  Subcommittee  this  moming  to  address  the  number  one 
priority  of  my  District,  the  number  one  priority  of  my  State  of  Texas,  and  the 
number  one  priority  of  this  country  -  Jobs.  We  ail  Itnow  that  in  order  to 
create  jobs,  we  need  to  channel  our  resources  into  those  public  worics  which 
are  labor  intensive,  high-employment  projects.  And  we  don't  have  to  look  too 
far  to  find  the  best  place  to  invest  --  we  travel  on  them,  over  them,  and 
through  them  everyday.  Of  course,  I'm  speaking  of  our  country's  crumbling 
infrastructure. 

The  problems  with  our  roads,  bridges,  water  systems  and  railroads  didn't 
happen  overnight.  The  structural  lifelines  that  our  country  built  since  the 
beginning  of  this  century  have  been  neglected  and  conveniently  ignored  for  the 
past  few  decades.  We  knew  that  our  pipelines,  bridge  supports,  and 
roadways  were  deteriorating,  but  there  were  always  other  priorities  for  our 
federal  budget.  Hopefully,  no  more.  We  are  facing  a  structural  crisis  whereby 
our  bridges  are  no  longer  safe,  our  cities'  water  systems  are  bursting  and 
creating  billions  of  dollars  in  damage,  and  our  roads  are  obsolete  and 
treacherous.    For  example,  Dallas,  whose  Federal  and  State  grants  fell  from 
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$42.5  million  to  $29.1  million  in  just  6  years-it  has  been  impossible  to 
adequately  compensate  for  the  lack  of  federal  support  during  the  Republican 
Administrations  and  we  are  anxiously  awaiting  President  Clinton's  stimulus 
package. 

If  we  fail  to  overhaul  our  infrastructure  now,  the  costs  will  only  spiral 
into  billions  more.    For  example: 

*  Nationally,  traffic  congestion  has  caused  commuters 
to  suffer  over  2  billion  hours  of  delay  each  year, 
affecting  productivity. 

*  Nearly  half  of  all  bridges  in  our  country  are  structurally 
deficient  or  functionally  obsolete.  That's  238,000 
bridges  that  present  a  potential  tragedy  for  travellers 
every  day. 

*  Of  the  pavement  that  covers  our  streets  and 
highways,  205,000  miles  is  considered  to  be  below 
accepted  engineering  standards  for  cost-effective 
maintenance. 

And  our  surface  transportation  routes  are  not  the  only  problems  we 
face.  The  Federal  Aviation  Administration  has  determined  that  23  of  the 
nation's  top  100  airports  --  including  Dallas/Fort  Worth  Airport  in  my  own 
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District  "  are  unacceptably  congested.  This  congestion,  totalling  about  20 
thousand  hours  of  aircraft  delay  every  year,  not  only  results  in  passenger 
inconvenience  but  also  costs  an  additional  $1 .5  billion  dollars  to  the  financially 
burdened  airiine  industry.  While  many  airports  like  Love  Field  in  Dallas  need 
major  improvements  for  improved  operations  and  safety,  there  are  also  new 
airport  construction  projects  waiting  to  be  funded. 

But  there  is  a  solution  -  we  know  that  by  investing  in  America's 
infrastructure  we  can  immediately  create  jobs,  increase  the  safety  of  our 
transportation  systems,  and  give  a  jump-start  to  a  badly  suffering  economy. 
And  the  money  is  waiting  right  now  in  the  Highway  Trust  Fund  -  yes,  the 
fund  needs  replenishment  and  that  will  be  addressed  by  President  Clinton  in 
his  stimulus  package,  and  by  this  Committee  -  but  there  are  projects  that 
have  been  funded  by  ISTEA  that  could  use  the  money  within  the  next  90 
days  to  create  more  jobs.  I  have  always  supported  a  balanced  agenda  of 
long-term  and  short-term  projects,  but  right  now  we  need  to  focus  on 
immediate-use  funding  targeted  toward  projects  which  are  already  underway 
and  ready  for  full  funding. 

One  of  these  examples,  and  there  are  hundreds  across  the  nation,  is  in 
my  own  District  ~  the  Dallas  Area  Rapid  Transit  (DART)  Light-Rail  Transit 
Project.  With  only  a  20%  federal  contribution,  DART's  Project  received 
support  through  ISTEA  and  must  come  back  each  year  for  its  federal  funding  - 
•  this  mass-transit  project  will  be  a  remarkable  improvement  for  all  regions  of 
the  Dallas  metropolitan  area,  will  help  our  business  visitors,  and  attract  more 
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commercial  investment  in  our  city.  In  short,  it  will  make  Dallas  a  better  place 
to  live,  a  better  place  to  visit,  and  a  better  place  to  do  business  -  and  it  could 
put  its  remaining  $77.5  million  in  funding  to  use  right  now. 

As  I  said,  there  are  countless  projects  ready  to  mobilize  federal  funding, 
create  jobs,  and  launch  an  economic  recovery.  From  substantial  construction 
projects  needed  for  the  1994  World  Cup  at  the  Cotton  Bowl  to  a  vitally- 
needed  wastewater  treatment  plant,  Dallas  reflects  the  needs  of  all  cities  at 
this  crucial  time  ~  a  suffering  economy,  badly  in  need  of  federal  involvement 
in  order  to  create  jobs.  Clearly,  federal  funds  must  be  wisely  channelled  to 
where  they'll  do  the  most  economic  good  and  that,  in  my  opinion,  is  to  our 
cities'  infrastructure  projects  and  public  works  programs.  I  look  forward  to 
working  with  each  of  you  and  with  our  Committee  Chairman,  Mr.  Mineta,  in 
ensuring  that  infrastructure  remains  a  top  priority  in  the  Congress,  and  in  the 
new  Administration. 

Thank  you,  again,  Mr.  Chairman  for  this  opportunity  to  testify. 
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SUBCOMMITTEE  OM  ECOHOMIC  DEVELOPMENT 
Oy  THE  PUBLIC  WORKS  AND  TRANSPORTATION  COMMITTEE 

CONGRESSMAN  CRAIO  THOMAS 
FEBRUARY  3,  1993 

THANK  YOU  MR.  CHAIRMAN  FOR  GIVING  ME  THE  OPPORTUNITY  TO  SHARE 
WITH  MEMBERS  OF  THE  SUBCOMMITTEE  MY  THOUGHTS  ABOUT  "INVESTING  IN 
AMERICA'S  INFRASTRUCTURE:   SHORT  AND  LONG-TERM  STRATEGIES." 

FIRST  LET  ME  SHARE  WITH  YOU  THE  WAY  I  VIEW  THE  ROLE  OF  GOVERNMENT 
IN  THE  UNITED  STATES.   WE  OUGHT  TO  HAVE  LESS  GOVERNMENT,  RATHER 
THAN  MORE,  AND  LOWER  TAXES,  RATHER  THAN  HIGHER.   MONEY  IN  THE 
POCKETS  OF  INDIVIDUALS  IS  BETTER  SERVED  IN  THE  GENERAL  ECONOMY 
THAN  MONEY  IN  THE  POCKETS  OF  GOVERNMENT.   THE  ROLE  OF  GOVERNMENT 
IS  TO  CREATE  AN  ENVIRONMENT  IN  WHICH  THE  PRIVATE  SECTOR  CAN 
PRODUCE  WEALTH.   PRESERVING  FREEDOM  AND  OPPORTUNITY  ARE  THE 
PRINCIPAL  RESPONSIBILITIES  OF  THE  GOVERNMENT.   COLLECTIVELY,  WE 
OUGHT  TO  CARE  FOR  THOSE  WHO  ARE  UNABLE  TO  CARE  FOR  THEMSELVES, 
BUT  IT  IS  NOT  THE  ROLE  OF  GOVERNMENT  TO  SOLVE  EVERYONE'S 
PROBLEMS . 

WITH  THIS  SAID,  LET  ME  APPROACH  TODAY'S  TOPIC  BY  STATING  MY 
SUPPORT  FOR  INFRASTRUCTURE  CREATED  IN  THE  ENVIRONMENT  OF  THE 
PRIVATE-SECTOR.   IT  SEEMS  TO  ME  THOUGH  WE  HAVE  REACHED  A  POINT 
WHERE  GOVERNMENT  IS  CRIPPLING  INVESTMENT  IN  THE  PRIVATE- SECTOR 
AND  NEEDS  TO  GET  IN  ORDER  WHAT  IT  DOES  FOR  THE  BENEFIT  OF 
AMERICA'S  INFRASTUCTURE .   THE  FEDERAL  GOVERNMENT  NEEDS  TO  GET  OUT 
OF  THE  PRIVATE-SECTOR'S  WAY,   THE  FEDERAL  GOVERNMENT'S  DEFICIT, 
REGULATION  AND  SYSTEM  OF  TAXATION  ARE  SUBSTANTIAL  HURDLES  TO 
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GROWTH  IN  THE  ECONOMY.   IT  IS  MY  VIEW  THAT  WE  CANNOT  TALK  ABOUT 
INFRASTRUCTURE  WITHOUT  ADDRESSING  THESE  ISSUES  AS  WELL. 

THE  DEFICIT  IS  A  SIGNIFICANT  BURDEN  TO  THE  ECONOMY.   SOME 
ECONOMISTS  HAVE  FOUND  IF  THE  GOVERNMENT  CUT  THE  DEFICIT  BY  $100 
BILLION,  THE  30-YEAR  TREASURY  BOND  WOULD  FALL  TO  BETWEEN  6.4  AND 
6.6  PERCENT.   AS  YOU  KNOW,  IT  CURRENTLY  STANDS  AROUND  7.3 
PERCENT.   THIS  IS  WHAT  THE  DEFICIT  MEANS  TO  OUR  CITIZENS  AND  THE 
FEDERAL  GOVERNMENT.   THE  NATION'S  RATE  OF  SAVINGS  HAS  FALLEN  WITH 
INCREASING  DEFICITS.   ACCORDING  TO  THE  ECONOMIC  REPORT  OF  THE 
PRESIDENT.  "DEFICITS  INCREASED  FROM  AN  AVERAGE  OF  1 . 6  PERCENT  OF 
GDP  BETWEEN  1959  AND  1981  TO  AN  AVERAGE  OF  4 . 4  PERCENT  OF  GDP 
BETWEEN  4.4  PERCENT  OF  GDP  BETWEEN  1982  AND  1992,  BUT  NET  PRIVATE 
SAVING  —  GROSS  PRIVATE  SAVING  LESS  DEPRECIATION  —  ACTUALLY  FELL 
AS  A  PERCENT  OF  GDP  FROM  AN  AVERAGE  OF  7 . 8  PERCENT  TO  AN  AVERAGE 
OF  3.0  PERCENT  OVER  THE  SAME  PERIOD."   IN  ADDITION,  PAYMENTS  FOR 
INTEREST  ON  THE  DEFICIT  IS  A  SIZABLE  EXPENDITURE.   IT  SEEMS  TO  ME 
UNDER  THIS  CURRENT  CIRCUMSTANCE  IT  IS  MORE  DIFFICULT  FOR  THE 
GOVERNMENT  TO  DO  WHAT  I  THINK  IT  SHOULD  BE  DOING.   CERTAINLY, 
THERE  ARE  SOME  NEEDS  OF  OUR  CITIZENS  THAT  COULD  BE  BETTER  SERVED 
BY  THE  FEDERAL  GOVERNMENT  —  INFRASTRUCTURE  MAY  INDEED  BE  ONE  OF 
THOSE,  BUT  UNTIL  WE  COME  TO  SOME  SET  AGREEMENT  ON  ADDRESSING  THE 
DEFICIT,  OUR  NUMBER  ONE  PRIORITY  SHOULD  BE  GETTING  OUR  AlSiS 
AROUND  THE  DEFICIT. 

FEDERAL  GOVERNMENT  REGULATION  OF  PRIVATE  CITIZENS,  ALSO,  HOLDS 
BACK  ADDITIONAL  GROWTH  IN  OUR  ECONOMY.   WHETHER  ONE  KNOWS  IT, 
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REGULATION  COSTS  US  ALL.   IN  1992,  THOMAS  HOPKINS  CALCULATED  THE 
CURRENT  COST  OF  FEDERAL  REGULATIONS  ON  AMERICAN  BUSINESS  AT 
BETWEEN  $400-500  BILLION  PER  YEAR,  WHICH  TRANSLATES  INTO  AN 
AVERAGE  OF  $4,000-5,000  PER  HOUSEHOLD.   I  AM  VERY  INTERESTED  IN 
GETTING  A  HANDLE  ON  THE  CUMULATIVE  BURDEN  OF  GOVERNMENT 
REGULATION  —  BURDENSOME,  UNNECESSARY  REGULATION  ELIMINATES  REAL 
JOBS.   THE  HERITAGE  FOUNDATION  RECENTLY  SHOWED  THAT  DURING  THE 
EIGHTIES  "WHEN  THE  STAFFING  LEVEL  OF  FEDERAL  REGULATORY  AGENCIES 
FELL,  THE  NUMBER  OF  PRIVATE-SECTOR  JOBS  STARTED  CLIMBING.   BUT 
WHEN  THE  NUMBER  OF  FEDERAL  REGULATORY  EMPLOYEES  STARTED  RISING 
AGAIN,  THE  NUMBER  OF  PRIVATE-SECTOR  JOBS  STOPPED  CLIMBING  AND 
STARTED  TO  FALL."   AS  A  MEMBER  OF  THE  HOUSE  BANKING  COMMITTEE,  I 
AM  VERY  FAMILIAR  WITH  THE  REGULATORY  COSTS  PLACED  ON  THE  BANKING 
INDUSTRY,   DURING  THE  PRESIDENT'S  ECONOMIC  SUMMIT,  AMERICAN 
BANKERS'  ASSOCIATION  PRESIDENT  WILLIAM  H.  BRANDON  CAUGHT  THE 
PRESIDENT'S  ATTENTION  WHEN  HE  ASSERTED  THAT  REGULATORY  RELIEF 
COULD  RESULT  IN  $86  BILLION  OF  NEW  LOANS.   THIS  WOULD  CREATE  MORE 
JOBS  THAN  HIS  TALKED  ABOUT  STIMULUS  PACKAGE.   I'M  SURE  MORE 
CHANGES  CAN  BE  MADE  IN  OTHER  SECTORS  OF  THE  ECONOMY  WITH  THE  SAME 
RAMIFICATIONS  ON  THE  ECONOMY  AND  NO  HARM  TO  "PUBLIC  GOOD." 

THE  OTHER  AREA  GIVING  THIS  ECONOMY  FITS  AND  LOWERING  INVESTMENTS 
IN  INFRASTRUCTURE  IS  THE  NATION'S  TAX  SYSTEM,  WHICH  DOES  NOT 
ENCOURAGE  SAVINGS.   THE  RATE  OF  PRIVATE  AND  PUBLIC  SAVINGS  IN  THE 
FIRST  HALF  OF  1992  WAS  .9  PERCENT,  WHILE  DURING  THE  1960S  IT  WAS 
8.2  PERCENT.   TWO  EXAMPLES  OF  THE  TAX  CODE  DISCOURAGING  SAVINGS 
INCLUDE,  INCOME  AND  RETURNS  ON  SAVINGS  ARE  TAXED  THE  SAME,  AND 
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CORPORATE  INCOME  DISTRIBUTED  TO  SHAREHOLDERS  AS  DIVIDENDS  IS 
TAXED  TWICE.   WE  NEED  TO  MAKE  SOME  FUNDAMENTAL  CHANGES  THAT 
ENCOURAGE  INVESTMENT  IN  THE  PRIVATE-SECTOR  FOR  THE  BENEFIT  OF 
LONG-TERM  GROWTH  IN  OUR  ECONOMY.   I  HAVE  LONG  SUPPORTED  A 
REDUCTION  IN  THE  CAPITAL  GAINS  TAXES.   ON  THE  CONSUMPTION  SIDE  OF 
THE  TAX  SYSTEM,  I  WOULD  ENCOURAGE  AN  INVESTMENT  TAX  CREDIT  TO 
REDUCE  THE  COST  OF  CAPITAL.   I  RECOGNIZE  THE  CONTRADICTION  IN 
CREATING  INCENTIVES  FOR  SAVINGS  AND  CONSUMPTION  —  IT'S  A 
PUZZLEMENT,  BUT  BALANCING  BOTH  IS  NECESSARY  FOR  SHORT-  AND  LONG- 
TERM  GROWTH.   HONESTLY,  IT'S  GOOD  TO  HEAR  PRESIDENT  CLINTON  IS 
CONSIDERING  RE-ESTABLISHING  THE  INVESTMENT  TAX  CREDIT.   THIS  CAN 
BE  AN  EFFECTIVE  INCENTIVE  FOR  BUSINESSES  TO  INCREASE  INVESTMENT, 
IF  CRAFTED  IN  MANNER  WHICH  BRINGS  EVEN  BENEFIT  IN  THE  ECONOMY. 

THESE  ARE  JUST  SOME  OF  MY  THOUGHTS  ABOUT  INFRASTRUCTURE 
INVESTMENT  AND  THE  NEEDED  CHANGES  IN  THE  FEDERAL  GOVERNMENT'S 
RELATION  WITH  THE  PRIVATE-SECTOR.   WE  HAVE  SOME  CHALLENGES  AHEAD 
IN  THE  DEFICIT,  REGULATION  AND  TAX  CODE,  BUT  IT  IS  TIME  TO  COME 
TO  THE  SNUBBING  POST  AND  MAKE  THE  TOUGH  CHOICES. 

THANKS  AGAIN  FOR  THE  OPPORTUNITY  TO  SUBMIT  MY  THOUGHTS  AND  I  LOOK 
FORWARD  TO  WORKING  WITH  EACH  OF  YOU  IN  THE  COMING  SESSION. 
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STATEMENT  OF  THE 

HONORABLE  JULIAN  C.  DIXON 

32nd  CONGRESSIONAL  DISTRICT  -  CALIFORNIA 

BEFORE  THE 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

HOUSE  PUBLIC  WORKS  AND  TRANSPORTATION  COMMITTEE 

Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  this 
opportunity  to  submit  for  the  hearing  record  my  statement  in 
support  of  short-  and  long-term  efforts  to  reinvest  in  America's 
infrastructure,  specifically,  the  City  and  County  of  Los  Angeles. 
I  represent  the  32nd  congressional  district  —  where  there  is  a 
real  and  serious  need  for  employment  opportunities  to  rebuild  the 
communities,  especially  those  severely  impacted  by  last  year's 
civil  disturbance. 

After  nearly  two  decades  of  neglect,  it  now  appears  that  federal, 
state,  and  local  reinvestment  efforts  in  our  nation's 
transportation  infrastructure  is  at  the  top  of  our  domestic 
agenda.   This  is  particularly  true  with  the  enactment  of  the 
landmark  Intermodal  Surface  Transportation  Efficiency  Act  and  the 
recent  ongoing  initiatives  to  stimulate  the  economy  through  other 
short-term  infrastructure  prograuns.   Although  ISTEA  authorized 
$20.5  biJ.lion  for  highways  and  bridges  and  $5.2  billion  for 
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transit  systems,  Congress  appropriated  $18.4  billion  and  $3,7 
billion  respectively. 

Rebuilding  and  renovating  the  overall  transportation  system  in 
California  and  particularly  in  the  City  of  Los  Angeles  are  very 
important  matters.   Everyone  agrees  that  Los  Angeles  has  the  most 
congested  freeways  when  contrasted  with  other  urban  areas,  and 
that  repairs  to  highways  and  streets  are  long  overdue  and  will  be 
costly. 

Over  the  next  six  years,  California  is  expected  to  receive  nearly 
$10  billion  from  ISTEA  to  rebuild  the  highway  system,  provide 
funds  for  the  completion  of  the  Los  Angeles  Metro  Rail  System, 
and  to  develop  and  implement  other  innovative  programs  such  as 
the  electric  vehicle.   For  these  goals  to  materialize,  it  is 
essential  that  the  103rd  Congress  and  the  new  Administration 
develop  an  economic  stimulus  package  that  responds  to  upgrading 
our  infrastructure.   Full  funding  for  programs  included  in  the 
ISTEA  represents  the  minimum  action  needed  to  meet  transportation 
infrastructure  goals. 

President  Clinton  has  pledged  to  take  immediate  steps  to 
stimulate  the  economy  through  a  supplemental  appropriations  for 
Fiscal  Year  1993.   His  plan  is  to  put  additional  funds  into 
existing  state  and  local  government  public  works  programs  such  as 
highways,  transit,  wastewater,  and  other  community  development 
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projects. 

In  anticipation  of  the  President's  goals,  the  County  and  City 
of  Los  Angeles,  along  with  other  neighboring  counties,  have 
underteJcen  an  inventory  of  their  "ready-to-go"  and  other  long- 
term  public  works  and  community  development  projects  that  could 
put  people  to  work  immediately.   One  long-term  project  is  the 
completion  of  the 

Los  Angeles  Metro  Rail  System.   I  am  hopeful  that  Congress  will 
fully  fund  the  Los  Angeles  Metro  Rail  System  in  Fiscal  Year  1994. 

The  Los  Angeles  Metro  Rail  System  is  the  most  important  element 
of  Southern  California's  30-year,  $185  billion  overall 
transportation  network.   The  plan  is  to  develop  an  integrated 
p\iblic/private  transportation  system  which  includes  a  rail  line, 
commuter  rail,  extensive  bus  and  para-transit  services,  car  pool, 
and  bus  lines.   The  plan  calls  for  an  improved  street,  highway, 
freeway  and  High-Occupancy-Vehicle  (HOV)  network,  state-of-the- 
art  traffic  management  techniques  and  increased  employer-based 
programs  to  reduce  commuter  traveling  time.   Key  to  the  success 
of  our  proposed  transportation  management  network  is  the 
completion  of  the  150-mile  Los  Angeles  Metro  Rail  System. 

The  first  line  of  the  Metro  Rail  System,  the  Blue  Line,  opened  in 
June  1990  and  thus  far  has  carried  eight  million  passengers  with 
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a  daily  ridership  of  over  35,000.   This  is  an  incredible 
achievement  in  converting  "die  hard"  automobile  drivers  to 
replace  their  cars  for  a  clean,  safe,  and  rapid  transit  system. 

A  portion  of  the  second  segment,  the  Red  Line,  opened  on 
January  30  of  this  year,  several  months  in  advance  of  its 
originally  scheduled  opening  date.   The  on-going  construction  and 
development  of  our  transportation  system  is  providing  thousands 
of  permanent  jobs  for  local  residents. 

Southern  Califoriiia  continues  to  be  particularly  hard  hit  by  the 
severe  decline  of  key  industries,  especially  the  defense  and 
aerospace  industries.   Employment  opportunities  for  tens  of 
thousands  of  workers  are  severely.   The  effects  will  be  long-term 
as  commvinities  continue  to  grapple  with  a  declining  revenue  base. 

Several  communities  of  Greater  Los  Angeles  have  identified  a 
number  of  "ready-to-go"  short-term  infrastructure  and  community 
development  projects,  totalling  approximately  $197.32  million. 
The  projects  could  result  in  immediate  job  creation  or  job 
retention.   I  am  pleased  to  submit  for  the  Subcommittee's 
consideration  these  recommendations  for  inclusion  in  an  economic 
stimulus  package. 

The  County's  projects  include  reconstructing  sidewalks,  improving 
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traffic  signals  and  street  lighting,  widening  of  highways,  and 
repairing  storm  drains.   Contracts  for  these  projects  could  be 
awarded  within  90  days,  pending  the  availability  of  funds. 
Funding  for  these  projects  is  critically  needed  to  maintain  our 
infrastructure . 

The  City's  public  works  and  community  development  projects  would 
also  provide  immediate  employment  opportunities  for  local 
residents.   These  projects  include  pipeline  rehabilitation,  a 
water  reclamation  project,  street  improvement  including  the 
construction  of  access  ramps  for  the  handicapped,  and  a  pilot 
beautification  and  street  tree  trimming  project.   A  complete  list 
of  these  projects  is  attached. 

Additionally,  the  Road  Maintenance  Division  of  the  California 
Department  of  Transportation  (CALTRANS)  also  has  identified 
construction  projects  in  both  the  County  and  City  that  could  be 
initiated  immediately  with  appropriate  funding.   Attached  is  a 
complete  list  of  CALTRANS'  projects,  along  with  a  list  from  the 
City  of  Vernon,  a  suburb  of  Los  Angeles. 

Mr.  Chairman,  again  I  appreciate  having  the  opportunity  to  submit 
my  statement  to  your  Subcommittee.   I  would  be  pleased  to  respond 
to  any  of  my  suggestions  in  further  detail.   I  look  forward  to 
working  with  you  and  members  of  the  subcommittee  in  the  103rd 
Congress . 
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PROJECTS  ON  FEDERAL-AID  SYSTEM 
TO  BE  AWARDED  WITHIN  90  DAYS 


SHEET  1  OF  2 


Project: 
Description: 

Cost: 

Project: 
Description: 

Cost: 

Project: 

Description: 
Cost: 

Project: 


Description: 
Cost: 

Project: 

Description: 

cost: 

Project: 

Description; 

Cost: 

Project: 
Description: 

Cost: 

Project: 

Description: 

Cost: 

Project: 

Description: 

cost: 

Project: 
Description: 

Cost: 


Western  Av-Del  Amo  Bl  to  Carson  St 

Widen  and  reconstruct  pavement,  modify  traffic  signals, 

install  street  lighting. 

$2,250,000  contract  and  construction  engineering. 

Beverly  Bl-Maple  Av  to  Montebello  Bl  (FAU  L363) 
Widen  and  reconstruct  pavement,  construct  raised  median 
and  drainage  system,  install  street  lighting. 
$1,675,000  contract  and  construction  engineering. 

Eastern  Avenue-Los  Angeles  City  Boundairy  to  the 
San  Bernardino  Freeway  (FAU  L359) 
Reconstruct  pavement  on  new  vertical  alignment. 
$1,100,000  contract  and  construction  engineering. 

Greenwood  Avenue,  Et  Al.  -  Includes  Montebello  Boulevard 

(FAU  L717),  Montebello  Way  (FAU  L716),  and  Greenwood 

Avenue  (FAU  L715)  from  Paramount  Boulevard  to  Union 

Street. 

Synchronize  and  upgrade  traffic  signals. 

$272,000  contract  and  construction  engineering. 

Imperial  Highway  at  Van  Ness  Av  (FAU  HOO) 

Install  left-turn  phasing. 

$65,000  contract  and  construction  engineering. 

Nadeau  Street-Hooper  Av  to  Santa  Fe  Av  (FAU  L644) 

Synchronize  traffic  signals. 

$60,000  contract  and  construction  engineering. 

Slauson  Av  §  La  Clenega  Bl  (FAU  L125) 

Widen  bridge  and  reconstruct  approaches,  modify  traffic 

signals,  seismic  retrofit. 

$2,500,000  contract  and  construction  engineering. 

Valley  View  Av  from  Alondra  Bl  to  Leffingwell  Rd 

Traffic  signal  synchronization. 

$150,000  contract  and  construction  engineering. 

Ramona  Bl/Badlllo  St/Covina  Bl-605  Fwy  to  210  Fwy 

Traffic  signal  synchronization. 

$500,000  contract  and  construction  engineering. 

Highland  Av  at  Camrose  Drive  (FAU  5170) 

Construct  right-turn  lane,  modify  traffic  signals  and 

street  lighting. 

$200,000  contract  and  construction  engineering. 


66-862  0-93-13 
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SHEET  2  OF  2 


PROJECTS  ON  FEDERAL-AID  SYSTEM 
TO  BE  AWARDED  WITHIN  90  DAYS 


Project:  Hureau  Road  at  Round  Meadow  Rd  (FAU  L84I) 

Description:  Install  traffic  signal. 

cost:  $65/000  contract  and  construction  engineering. 

Project:  Pelffldale  Boulevard  at  90th  St  East  (PAS  Q013)  (FAS  W493) 

Description:  Install  traffic  signal. 

Cost:  $160 > 000  contract  and  construction  engineering. 

Project:  Parkway  Calabasas  at  Ventura  Freeway  -  Phase  1 

Description:  Construct  new  southbound  on-and-off  reunps. 

Cost:  $2,250,000 

Project:  Major  and  Secondary  Street  Resurfacing/Reconstruction/ 

Sealing 

Description:  Resurfacing/reconstruction,  slurry,  cape  and  chip  seal 

Cost:  $71,561,000 

Project:  Storm  Drain  Projects 

Description:  Construct  storm  drains  to  relieve  flooding  in  Federal 

system  streets. 

Cost:  $8,759,000 


Total  $91,567,000 


JTHtad 

LISTA 

2/3/93 
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PROJECTS  ON  FEDERAL-AID  SYSTEM 

TO  BE  AWARDED  WITHIN  90  DAYS 

RESURFACING/RECONSTRUCTION/SEALING  PROJECTS 


LIST  B 
SHEET  1  OF  3 


Project:      Puente  Av-445'  S/o  Franclsqulto  Av  to  Nelson  Av 

(FAU  Q9 14) 
Description:   Resurface  pavement,  reconstruct  damaged  curb  and 

sidewalk. 
Cost:         $750,000  contract  and  construction  engineering. 

Project:      Temple  Av-Vallnda  Av  to  Azusa  Av  (FAU  L372) 

Description:  Resurface  pavement. 

Cost:         1125/000  contract  and  construction  engineering. 

Project:      Compton  Av-Imperial  Hwy  to  120th  St  (FAU  L152) 
Description:   Resurface  pavement,  construct  bus  pads,  modify  traffic 

signals. 
Cost:         $260,000  contract  and  construction  engineering. 

Project:      Mureau  Road-1.2  ml  E/o  Las  Virgenes  Rd  to  Calabasas  Road 

{FAU  L841) 
Description:   Resurface  roadway. 
Cost:         $175,000  contract  and  construction  engineering. 

Project:      Hacienda  Bl-Rlchview  Dr  to  1,300'  S/o  Richview  Dr 

(FAU  L683) 
Description:   Resurface  pavement. 
Cost:         $125,000  contract  and  construction  engineering. 

Project:      Palmdale  Bl-150th  St  East  to  170th  St  East  (FAS  Q013) 

Description:   Resurface  pavement. 

Cost:         $280,000  contract  and  construction  engineering 

Project:      50th  St  East-N/o  Av  M  to  Av  N-8  (FAU  W491)  (FAU  Q047) 
Description:  Resurface  pavement  and  construct  right-turn  lanes  at 

Av  M. 
Cost:         $500,000  contract  and  construction  engineering. 

Project:      Valley  Bl-Hambledon  Av  to  E/o  La  Seda  Rd 
Description:  Resurface  pavement,  reconstruct  damaged  curb  and 

sidewalk. 
Cost:         $600,000  contract  and  construction  engineering. 

Project:      Alondra  Bl-Thorson  Av  to  White  Av 
Description:  Resurface  pavement,  construct  wheelchair  ranps, 

reconstruct  damaged  curb  and  sidewalk. 
Cost:         $200,000  contract  and  construction  engineering. 

Project:      Rosecrans  Av-E/o  Butler  Av  to  Frailey  St 
Description:   Resurface  pavement,  construct  wheelchair  ramps, 

reconstruct  damaged  curb  and  sidewalk, 
cost:         $300,000  contract  and  construction  engineering. 


382 


PROJECTS  ON  FEDERAL-AID  SYSTEM 

TO  BE  AWARDED  WITHIN  90  DAYS 

RESURFACING/RECONSTRUCTION/SEALING  PROJECTS 


LIST  B 
SHEET  2  OF  3 


Project: 
Description: 

Cost: 

Project: 
Description: 

Cost! 

Project: 

Description: 

Cost: 

Project! 

Description: 

Cost: 

Project: 


Description: 
Cost: 

Project: 


Description: 
Cost: 

Project: 

Description: 

Cost: 

Project: 

Description: 

Cost! 

Project: 

Description: 

Cost: 


Centralia  Street,  Et  Al. 

Central ia  St-Studebaker  Rd  to  Lakewood  East  C.B. 

Studebaker  Rd-Dei  Amo  Bl  to  Centralia  St 

Resurface  pavement,  construct  wheelchair  ramps  and  bus 

pads,  reconstruct  damaged  curb  and  sidewalk,  install 

street  lights. 

$650,000  contract  and  construction  engineering. 

Del  Amo  Bl-Ploneer  Bl  to  Bloomfield  Av 
Resurface  pavement,  reconstruct  deunaged  parkway 
Improvements . 
$600,000  contract  and  construction  engineering. 

Clark  Av-Lakewood  North  C.B.  to  Del  Amo  Bl 

Resurface  pavement,  repair  damaged  parkway  Improvements. 

$600,000  contract  and  construction  engineering. 

South  St,  Et  Al. 

south  St-Artesla  West  C.B.  to  E'ly  St  (Portions) 

Resurface  pavement,  reconstruct  damaged  parkway 

improvements . 

$525,000  contract  and  construction  engineering. 

30th  St  West,  Et  Al. 

30th  St  West-Av  M  to  Av  N 

45th  St  West-Av  N  to  Quartz  Hill  Rd 

Resurface  pavement. 

$90,000  contract  and  construction  engineering. 

Elizabeth  Lake  Rd,  Et  Al. 

Elizabeth  Lake  Rd-20th  St  West  to  10th  St  West 

Palmdale  Bl-60th  St  East  to  75th  St  East 

Resurface  pavement. 

$110,000 

Godde  Hill  Rd-Elizabeth  Lake  Rd  to  California  Aqueduct 

Resurface  pavement. 

$150,000 

Sierra  Hwy- 1,900*  N/o  Av  Q  to  Av  Q 

Resurface 

$100,000  contract  and  construction  engineering. 

90th  St  East-Av  S  to  Av  T 

Resurface 

$50,000  contract  and  construction  engineering. 
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PROJECTS   ON  FEDERAL-AID  SYSTEM 

TO  BE  AWARDED  WITHIN   90   DAYS 

RESURFACING/RECONSTRUCTION/SEALZNG  PROJECTS 


LIST  B 
SHEET  3  OF   3 


Project: 

Description: 

Cost: 

Project: 

Description : 
cost: 

Project: 

Description: 

Cost: 

Project: 

Description: 

Cost: 

Project: 


Description: 
Cost: 


The  Old  Road-Hwy  126  to  Rye  Cyn  Rd 

Cape  seal . 

$95/000  contract  and  construction  engineering. 

Lake  Hughes  Rd-1,700'  W/o  Ridge  Route  to  2.5  otl  N/o 

Ridge  Route 

Cape  seal. 

$102,000  contract  and  construction  engineering. 

90th  St  West-Avenue  A  to  Avenue  E 

Cape  seal. 

$90,000  contract  and  construction  engineering. 

Upper  Big  Tujunga  Cyn  Rd-Angeles  Crest  Hwy  to  M.M.  6.00 

Cape  seal. 

$90,000  contract  and  construction  engineering. 

Avenue  J,  Et  Al. 

Avenue  J-50th  St  East  to  90th  St  East 

Avenue  H-Divlsion  St  to  Challenger  Way 

40th  St  East-Av  I  to  Av  H 

Chip  seal. 

$65,000  contract  and  construction  engineering. 


Subtotal   $6,632,000 


JTW:ad 

LISTS 

2/2/93 
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PROJECTS  ON  FEDERAL-AID  SYSTEM 

TO  BE  AWARDED  WITHIN  90  DAYS 

STORM  DRAIN  PROJECTS 


LIST  C 
SHEET  1  OF  1 


Project: 
Description: 

Cost: 

Project: 
Description t 


Cost: 

Project: 
Description: 


Cost : 

Project: 
Description: 

Cost: 

Project; 
Description: 

Cost; 


Parks ide  Drain 

Construct  storm  drain  to  relieve  flooding  on  Riverside 

Drive  east  of  Buena  Vista  Street  -  City  of  Burbank 

$819,000 

Susana  Drain  „  _^ 

Construct  storm  drain  to  relieve  flooding  on  Susana  Road 
from  Bort  Street  to  Mahla  Street  and  Victoria  Street 
west  of  Susana  Road 
$1,955,000 

Calabasas  -  McCoy  Creek  -  Unit  2 

Construct  storm  drain  to  relieve  flooding  on  Valley 

Circle   Boulevard,  Long  Valley  Road  and  Calabasas  Road 

in  the  vicinity  of  the  Ventura  Freeway 

$2,360,000 

Ventura  Canoga  Drain 

Construct  storm  drain  to  relieve  flooding  on  Canoga 

Avenue  from  San  Luis  Avenue  to  Golodrina  Street 

$3,450,000 

Cherry  Cove  Drain 

Construct  storm  drain  to  relieve  flooding  on  Cherry 

Avenue  north  of  Del  Amo  Boulevard 

$175,000 


Total  $8.759,000 


JTWtts 

LISTC 

2/3/932 
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LIST  OF  VERNON  PUBLIC  WOKKS  PROJECTS 

PROJECT 

37th  Streat  Resurfacing  from  Alaaeda  Street 

to  Santa  Fe  Avenue  56,000 

38th  Street  Reaurfaclng  from  Alameda  Street 

to  Santa  Fe  Avenue  57,000 

Vernon  Avenue  Resurfacing  from  Santa  Fe 

Avenue  to  Downey  Road  216,000 

Bandinl  Boulevard  Resurfacing  from  the  L.A. 

River  to  the  county  line  109,000 

5l8t  Street  Resurfacing  from  Alameda  Street 

to  Santa  Fe  Avenue  39,000 

District  Boulevard  Resurfacing  from  Atlantic 

boulevard  to  v/o  Cudahy  39,000 

Pacific  Boulevard  Resurfacing  from  Santa  Fe 

Avenue  to  south  City  boundary  234,000 

26th  Street  Resurfacing  from  Doimey  Road  to 

Indiana  Street  289,000 

Bandini  Boulevard  Resurfacing  from  Ayers 

Avenue  to  the  Long  Beach  Freeway  56,000 

Boyle  Avenue  and  Fruitland  Avenue  Traffic 

Signal  Upgrade  82,000 

Soto  Street  and  Leonis  Boulevard  Traffic 

Signal  Upgrade  91,000 

First  Phase  of  CMD  Sewer  Reconstruction  1,310,000 

Lome  Vista  Avenue  Reconstruction  from 

District  Boulevard  262,000 

Inspect  Well  14  and  make  necessary 

repairs  44,000 

Reconstruction  of  Reservoir  240,000 


Total  of  all  Projects    $3,178,000 
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ALBERT  RUSSELL  WYNN 

4th  District.  Maryland 

Congre£(£(  of  tfje  Winittt  i^taitsi 

J^ouit  of  Slepre£(entattti«( 
ma^tington.  BC  20515-2004 

STATEMENT  OF  THE  HONORABLE 
ALBERT  R.  WYNN 

Hearing  of  the  Economic  Development  Subcommittee 

of  the 

Public  Works  Committee 

February  3,  1993 

I  would  like  to  thank  the  Chairman  and  the  members  of  the 
Subcommittee  for  convening  this  historic  and  important  hearing. 
At  no  time  in  recent  history  can  I  recall  such  a  sense  of  hope  and 
high  expectations  for  economic  revitalization  in  our  nation.  Many 
of  us  were  elected  and  entrusted  to  lead  this  country  out  of  the 
recession  which  has  crippled  so  many  small  businesses  and  families. 
As  trustees  of  the  public  faith,  we  can  do  no  less  than  take 
significant  steps  toward  the  creation  of  jobs  and  rebuilding  our 
country's  infrastructure.  Today's  hearing  represents  the  beginning 
of  a  new  day  as  we  begin  to  consider  solutions  to  the  economic 
challenges  we  face. 

In  the  Great  Free  State  of  Maryland,  unemployment  remains 
high.  Bridges  are  deteriorating,  streets  are  crumbling,  parks  are 
wasting  away- -my  state  and  our  country  are  falling  down  before  our 
eyes.  The  way  to  bridge  these  problems  is  to  put  people  to  work 
rebuilding  our  infrastructure.  The  short  term  benefit  of  creating 
jobs  in  the  areas  of  construction  and  engineering  will  translate 

1 
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into  long  term,  sustainable  economic  growth  for  the  future. 

The  excesses  of  the  1980 's,  and  the  savings  &  loan  bailout, 
have  commanded  a  dear  price- -we  are  deeply  entrenched  in  a 
recession  which  shows  meager  signs  of  recovery.  Sears,  IBM  and 
other  major  companies,  to  say  nothing  of  the  small 
businessman/woman,  have  had  to  suffer  painful  layoffs  and  physical 
plant  closures. 

In  December  1992,  Maryland's  unemployment  rate  averaged  6.3% 
(163,910  individuals) --trailing  the  national  rate  of  7.0% 
(8,829,000  individuals)  only  by  a  few  points.  Specifically, 
approximately  23,000  Marylanders  in  the  construction  industry  were 
unemployed  in  1991.  If  you  assume  an  average  weekly  wage,  this 
amounted  to  an  economic  loss  of  $12.3  million.  Even  if  you  account 
for  the  $223.00  per  week  paid  in  unemployment,  individuals  in  the 
construction  trades  still  suffer  a  net  weekly  loss  of  approximately 
$7  million  overall.  These  statistics  are  unpalatable,  and  require 
immediate  action  by  the  Congress. 

The  investments  that  are  needed  to  upgrade  our  infrastructure 
through  road  building,  park  restoration,  bridge  repair  and  mass 
transit  improvements,  can  also  expand  the  economic  prosperity  of 
our  communities.  As  a  member  of  the  103rd  Congress,  I  want  to  help 
provide  job  opportunities  in  my  state  and  in  the  country  through 
such  infrastructure  improvements. 
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The  foundation  for  a  successful  infrastructure  building  plan 
is  full  funding  of  the  Intermodal  Surface  Transportation  Efficiency 
Act  of  1991  (ISTEA) .  The  law  authorizes  spending  $26.2  billion 
this  year,  but  current  appropriations  provide  for  only  $22.2 
billion- -a  $4  billion  gap.  I  can  pinpoint  dozens  of  worthwhile 
projects  in  my  district  alone  which  are  beyond  the  controversy  and 
planning  stage,  and  ready  for  appropriations.  These  projects  can 
commence  immediately,  reach  completion  within  two  years,  and  serve 
the  added  purpose  of  catapulting  President  Clinton's  economic  plem 
into  action  in  the  short  term. 

The  President's  economic  stimulus  package  must  focus  on 
regional  considerations  in  order  to  provide  a  sound  infrastructure. 
In  my  district,  for  instance,  there  are  several  major  commuter 
transportation  systems:  Metrobus,  Metrorail  and  MARC.  Each  of 
these  systems  serves  a  wide  base  in  our  community- -including 
Capitol  Hill  employees  who  opt  not  to  deal  with  commuter  traffic 
each  morning,  and  single  mothers  who  rely  on  the  system  for  primary 
transportation  needs.  When  necessary,  Metro  officials  coordinate 
with  local  authorities  for  heavy  travel  days  like  the  Presidential 
Inauguration  when  over  half  a  million  riders  had  used  the  system 
by  noon. 

I  believe  we  should  initially  focus  on  mass  treuisit.  Our  own 
Metro  system  is  beginning  to  show  signs  of  age  euid  deterioration 
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as  I  am  sure  is  the  case  in  other  regions  of  the  country.  In  view 
of  the  major  environmental  and  employment  benefits  from  mass 
transit  public  works  projects,  these  projects  should  be  given  a 
priority  under  ISTEA.  Upgrading  our  mass  transit  systems  will 
undoubtedly  increase  ridership  and  reduce  wear  on  our  highways. 
The  types  of  improvements  necessary  include  track  repair,  train/bus 
replacement,  and  more  accessible  connections  between  modes. 

The  rewards  are  self  evident.  Businesses  will  flourish  as 
they  compete  for  contracts,  and  the  quality  of  life  in  our 
communities  improved.  Moreover,  the  Clinton  Administration  will 
have  demonstrated  its  commitment  to  rebuilding  the  infrastructure 
of  this  country. 

The  challenge  before  this  103rd  Congress  is  to  move  quickly 
and  decisively  toward  a  plan  which  will  create  new  jobs  now. 
Targeted  investments  can  help  maximized  benefits  by  sending  relief 
to  some  of  the  most  economically  disadvantaged  areas  first. 

Mr.  Chairman,  I  appreciate  this  opportunity  to  submit 
testimony  before  the  Committee,  and  wish  to  make  a  final  plea  for 
prompt  action  on  behalf  of  my  constituents.  I  look  forward  to 
working  with  you  on  these  vital  issues  that  will  increase  American 
economic  performance. 
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Mr.  Wise.  I  recognize  the  gentleman  from  New  York,  Mr.  Quinn. 

Mr.  QuiNN.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  testify  today  during  the  series  of 
hearings  on  investing  in  America's  infrastructure.  This  subcommit- 
tee has  historically  taken  the  initiative  on  infrastructure  needs  and 
investment  strategies. 

I  commend  you,  Mr.  Chairman,  and  Ms.  Molinari,  for  your  imme- 
diate action  on  this  issue  and  claiming  jurisdiction  for  this  sub- 
committee in  the  Public  Works  and  Transportation  Committee. 

Recently,  there  have  been  signals  from  the  top  members  of  the 
new  Administration  that  the  President  will  present  an  economic 
stimulus  plan  that  will  contain  infrastructure  investment.  Yester- 
day, our  former  colleague,  Leon  Panetta,  reported  that  the  Presi- 
dent began  meeting  with  his  top  economic  advisers  to  begin  his 
final  decision-making  on  the  economic  plan  which  he  will  unveil  to 
the  Nation  and  to  the  Congress  on  February  17th. 

The  President  made  infrastructure  investment  a  major  element 
of  his  campaign  last  fall,  and  will  be  faced  with  many  difficult  posi- 
tions on  this  plan.  Short-term  stimulus,  long-term  investment,  defi- 
cit impact,  spending  cuts,  et  cetera,  will  all  need  to  be  addressed 
in  the  coming  weeks  and  months. 

The  latest  economic  indicators  showed  strong  economic  growth  at 
the  end  of  last  year.  The  composite  index  of  leading  indicators  re- 
leased just  yesterday  showed  strong  gro\vth  in  the  month  of  Decem- 
ber which  built  upon  expanded  growth  both  in  October  and  Novem- 
ber of  last  year. 

In  my  opinion,  I  believe  that  should  the  Administration  feel  it  is 
still  necessary  to  pursue  a  short-term  strategy,  that  strategy 
should  be  linked  to  long-term  investment  plans.  Using  existing  pro- 
grams, one  method  would  be  to  fund  State  and  local  projects  which 
are  ready  to  proceed  in  the  next  60  days. 

Indeed,  we  heard  last  month  from  some  of  our  city's  mayors,  and 
just  yesterday  from  some  of  our  State's  Governors,  that  there  are 
numerous  projects  ready  to  proceed  in  60  days.  Projects,  however, 
which  would  require  environmental  impact  statements  and  site  ac- 
quisitions would  not  be  up  and  running  to  offer  any  immediate  ben- 
efit to  our  economy. 

Long-term  investment  strategies  that  are  not  necessarily  direct 
expenditures,  should  also  be  examined.  Incentives  for  savings  to 
purchase  homes  or  invest  in  capital  assets  could  have  a  positive 
and  long  lasting  effect  on  our  economy. 

From  my  experience,  a  former  local  official  from  Western  New 
York,  and  a  town  supervisor,  I  can  tell  you  firsthand  there  is  a  con- 
cern from  our  local  communities  about  Washington  and  our  ability 
to  have  an  impact  in  a  timely  manner.  Now  that  I  am  here  in 
Washington,  I  want  all  of  my  colleagues  to  understand  that  local 
governments  are  not  looking  for  a  Federal  handout  but,  rather,  a 
partnership  among  Federal,  State,  and  their  local  governments  and 
the  private  sector  to  work  together  to  meet  our  infrastructure 
needs. 

I  am  extremely  pleased  to  be  serving  on  this  committee  and  play- 
ing a  role  on  tlus  important  issue.  I  believe  it  is  essential  that  if 
an  economic  plan  is  presented  by  the  President,  that  it  utilize  in- 
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frastructure  investment  as  a  vehicle  for  boosting  the  economy  and 
addressing  our  country's  infrastructure  needs. 

As  I  said  in  our  very  first  hearing  back  in  January,  there  is  an 
old  adage,  if  you  chop  your  own  wood,  it  warms  you  twice.  I  still 
believe  that  a  properly  planned  infrastructure  investment  could 
have  the  same  effect. 

I  sought  membership  on  this  committee  because  I  knew  this  com- 
mittee would  aggressively  play  a  role  in  helping  our  States  and  our 
cities.  I  look  forward  to  reviewing  the  President's  plan  next  week 
and  working  with  this  committee  and  the  subcommittee  to  address 
this  important  issue. 
Thank  you  for  the  opportunity  to  testify,  Mr.  Chairman. 
Mr.  Wise.  I  thank  the  gentleman  from  New  York  very  much  for 
his  statement,  and  I  agree  with  you.  People  talk  about  short-term 
economic  stimulus,  but  we  are  talking,  in  effect,  about  long-term 
packages  and  getting  that  money  out  there  quickly,  as  the  gen- 
tleman suggests. 

Mr.  QuiNN.  Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  Recognize  the  gentleman  from  California,  Mr.  Filner, 
for  any  opening  remarks  he  may  wish  to  make. 
Mr.  Filner.  Thank  you,  Mr.  Chairman  and  Ms.  Molinari. 
I  guess  if  some  of  my  colleagues  have  been  assigned  to  sub- 
committee heaven,  I  will  be  going  to  subcommittee  hell  because  I 
do  have  a  short  statement. 

Mr.  Wise.  Just  purgatory.  You  will  have  a  chance  to  work  your 
way  out  of  it. 

Mr.  Filner.  I  have  a  prepared  statement.  I  am  working  my  way 
down. 

Again,  like  my  colleagues,  I  thank  you  for  taking  the  lead  in 
spotlighting  this  issue  very  early  and  making  it  a  clear  part  of  the 
national  agenda  as  quickly  as  possible. 

Obviously,  today,  and  in  past  hearings,  we  have  heard  about  the 
state  of  our  economy:  Unacceptable  employment  and 
underemployment  rates,  families  without  jobs  and  food  on  the 
table,  and  an  aging  and  inadequate  infrastructure  which  plagues 
the  Nation.  Each  of  our  own  districts  experiences  these  conditions. 
Like  many  of  the  cities  and  counties  and  States  we  have  heard 
from,  my  city  of  San  Diego  has  hundreds  of  projects  that  are  ready 
to  go  and  with  adequate  resources  could  be  employing  thousands 
of  people  within  90  days. 

These  projects  total  hundreds  of  millions  of  dollars.  They  will 
clearly  improve  our  region's  economy  through  infrastructure  invest- 
ment and  the  creation  of  jobs,  and  whether  we  look  at  technology, 
environment,  public  safety,  library,  housing,  water,  transportation, 
what  we  call  neighborhood  pride  and  protection,  parks,  and  com- 
mercial revitalization,  they  clearly  are  for  future  investment. 

Yesterday,  Chairman  Mineta  mentioned  specificity;  about  the  de- 
sire of  the  Administration  to  see  specificity  in  the  projects.  I  have 
with  me  the  wish  list  that  comes  from  the  City  of  San  Diego,  the 
County  of  San  Diego,  the  City  of  Chula  Vista,  National  City,  in  my 
district,  San  Diego  Unified  School  District,  and  they  Hst  hundreds 
of  specific  projects,  their  costs,  and  the  number  of  jobs  each  project 
would  create.  They  are  ready  to  go.  They  just  need  some  dollars. 
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Now,  financing  of  these  ready-to-go  projects  is  a  worthy  goal,  as 
is  putting  America  back  to  work,  and,  obviously,  this  committee 
must  commit  ourselves  to  making  that  happen.  But  I  want  to  just 
briefly  amplify  a  theme  I  talked  about  yesterday;  that  as  we  con- 
sider the  short-term  infrastructure  stimulus,  we  begin  to  link  the 
strategy  not  only  with  a  general  long-term  package,  but  very  spe- 
cifically with  an  economic  conversion  strategy  for  this  Nation. 

Like  many  other  cities,  San  Diego  is  dependent  on  defense  spend- 
ing and  suffering  mightily  because  of  Defense  cutbacks.  We  have 
lost  thousands  of  jobs  and  several  multi-million  dollar  defense  con- 
tracts. We  have  begun  the  painful  process  of  weaning  ourselves 
from  the  military,  but  it  is  not  an  easy  process  and  it  requires  a 
tremendous  amount  of  resources. 

As  a  member  of  the  City  Council  of  San  Diego  for  the  last  five 
years,  I  led  the  effort  to  develop  and  implement  an  economic  con- 
version plan,  and  we  have  Federal  funding  to  help  in  that  plan- 
ning, but,  obviously,  we  have  a  long  way  to  go.  So  as  this  Nation 
realizes  this  critical  need  for  both  economic  conversion  and  eco- 
nomic stimulus,  I  think  we  have  to  start  thinking  of  how  we  can 
accomplish  both  with  the  same  resources. 

We  must  formulate  a  plan  in  which  defense  companies  with  con- 
version plans  get  priority  on  projects  we  are  financing  to  stimulate 
the  economy  and  repair  our  Nation's  infrastructure.  We  must  link 
new  projects  with  existing  and  future  job  retraining  programs 
about  which  we  have  heard  a  lot. 

For  example,  under  the  Clean  Water  Act,  San  Diego  will  be 
building  multi-billion  dollar  sewage  treatment  and  water  reclama- 
tion systems.  At  the  same  time,  however,  we  have  aerospace  and 
high-tech  defense  contractors  losing  contracts.  So  as  we  build  these 
new  sewage  and  reclamation  facilities,  why  don't  we  give  pref- 
erence to  defense  contractors  who  have  approved  conversion  plans; 
and  as  we  hire  engineers  and  mid-level  managers  for  these 
projects,  let  us  give  priority  to  laid-off  workers  currently  being 
trained  for  other  jobs,  which  we  have  heard  may  no  longer  exist. 

We  in  San  Diego  are  interested  in  constructing  a  $25  million 
traffic  control  communications  systems  for  smart  roads  and  high- 
ways. Many  defense  technologies  are  perfectly  suited  to  develop- 
ment of  these  smart  systems,  £ind  we  should  ensure  that  we  link 
available  technology  with  need  as  we  finance  infrastructure  im- 
provements. 

So  let  us  begin  to  think  about  linking  all  the  short-term  stimuli 
to  long-term  economic  diversification  projects.  We  would  be  filling 
two  national  objectives  at  the  same  time  with  one  source  of  fund- 
ing, £uid  we  certainly  would  be  helping  our  defense  industries  di- 
versify into  civilian  markets  and  domestic  need. 

My  city  needs  economic  stimulus.  My  city  needs  economic  conver- 
sion. There  is  a  vital  link  we  cannot  ignore,  and  I  respectfully  ask 
the  subcommittee  to  consider  these  discussions  as  we  embark  on 
putting  the  Nation's  economy  back  on  track. 

Thank  you  very  much,  Mr.  Chairman,  and  I  hope  the  written 
statement  will  be  part  of  the  record. 

[Mr.  Filner's  prepared  statement  follows:] 
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STATEMENT  BY  CONGRESSMAN  BOB  FILNER  TO  THE  ECONOMIC  DEVELOPMENT 
SUBCOMMITTEE -- FEBRUARY  3,  1993. 

Today  and  in  past  hearings  we  have  heard  aJoout  the  state  of  our 
economy- -unacceptable  unemployment  and  underemployment  rates, 
feunilies  without  jobs  and  food  on  the  te±>le,  and  an  aging  smd 
inadequate  infrastructure  which  plagues  our  nation.   Each  of  our 
own  districts  experiences  these  conditions. 

Like  many  of  the  cities,  counties,  and  states  we  have  heard  from, 
San  Diego  has  hundreds  of  projects  that  are  "ready-to-go"--euid, 
with  adequate  resources,  could  be  ert^jloying  thousands  of  people 
within  3  months. 

These  projects  total  hundreds  of  millions  of  dollars.   They  will 
improve  our  region's  economy  through  infrastructure  investment 
and  the  creation  of  jobs.   These  projects  are  in  the  areas  of 
technology,  environment,  public  safety,  library,  housing,  water, 
transportation,  neighborhood  pride  and  protection,  parks,  euid 
commercial  revitalization. 

Chairmeua  Mineta  mentioned  "specificity"  yesterday.   I  have  here 
with  me  "wish  lists"  from  the  City  of  San  Diego,  San  Diego 
County,  the  City  of  Chula  Vista,  and  the  Sein  Diego  Unified  School 
District.   These  lists  mention  hundreds  of  very  specific 
projects,  their  cost,  and  the  number  of  jobs  each  project  would 
create.  All  of  these  projects  are  "ready- to-go",  but  they 
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require  funding. 

Financing  of  these  "ready- to -go"  projects  is  a  worthy  goal- -as  is 
putting  America  back  to  work,  and  we  on  this  Committee  must 
commit  ourselves  to  making  it  happen.   But  as  we  consider  the 
short-term  infrastructure  stimulus,  we  must  begin  to  link  this 
strategy  with  long-term  economic  conversion  plans. 

Like  many  other  cities  in  this  nation,  San  Diego  is  heavily 
dependent  on  defense  spending- -and  is  suffering  because  of 
defense  cutbacks.   We  have  already  lost  thousands  of  jobs  cuid 
several  multi -million  dollar  defense  contracts. 

We  have  begun  the  painful  process  of  weaning  ourselves  from  the 
military- -but  it  is  not  an  easy  process  amd  it  is  one  that 
requires  a  tremendous  cunount  of  resources.   When  I  was  on  the  San 
Diego  City  Council,  I  convinced  the  Council  to  adopt  an  economic 
conversion  plan,  and  obtained  a  federal  grant  for  this  program. 
But,  we  have  a  long  way  to  go. 

As  this  nation  realizes  the  critical  need  for  both  economic 
conversion  and  economic  stimulus,  we  must  start  thinking  of  how 
we  caui  accomplish  both  with  the  Seune  resources. 

We  must  formulate  a  plan  in  which  defense  companies  with 
conversion  plans  get  priority  on  projects  we  are  finemcing  to 
stimulate  the  economy  and  repair  our  nation's  infrastructure.   We 
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must  link  new  projects  with  existing  and  future  job  retraining 
programs . 

For  example,  under  the  Clean  Water  Act,  San  Diego  will  be 
building  multi -billion  dollar  sewage  treatment  and  water 
recleunation  systems.   At  the  Scune  time,  however,  we  have 
aerospace  and  high-tech  defense  contractors  losing  contracts.   As 
we  build  these  new  sewage  and  reclaunation  facilities,  let  us  give 
preference  to  defense  contractors  with  approved  conversion  plans. 
As  we  hire  engineers  cuid  mid- level  memagers  for  these  projects, 
let  us  give  priority  to  laid- off  workers  currently  being  trained 
for  other  jobs  which  may  or  may  not  exist. 

The  City  of  Seui  Diego  is  also  interested  in  constructing  a  $25 
million  Traffic  Control  Communications  Systems  (for  "smart  roads 
emd  highways").  Many  defense  technologies  are  perfectly  suited 
to  the  development  of  these  "smart"  systems  and  we  should  ensure 
that  we  link  availeUole  technology  with  need  as  we  finance  these 
infrastructure  inprovements . 

We  must  begin  to  think  about  linking  all  the  short-term  stimuli 
to  long-term  economic  diversification  projects.   In  this  regard, 
we  would  be  fulfilling  two  national  objectives  at  the  seune  time 
while  using  one  source  of  funds.   And  we  would  be  helping  our 
defense  industries  diversify  into  civilian  markets  and  domestic 
need.  - 
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This  is  a  vital  link  which  we  cannot  ignore  and  I  would 
respectfully  ask  the  Subcommittee  to  consider  all  of  these 
discussions  in  the  context  of  this  nation's  economic  conversion 
needs . 
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Mr.  Wise.  I  recognize  the  Ranking  Member  of  our  subcommittee, 
who  has  been  extremely  active  and  without  whose  cooperation  we 
would  not  be  able  to  hold  these  hearings  and  I  appreciate  all  she 
has  done.  Ms.  Molinari. 

Ms.  Molinari.  Thank  you  very  much,  Mr.  Chairman,  and  I  am 
sorry  I  was  a  little  delayed  getting  over  here  today. 

I  just  want  to  echo  the  sentiments  that  have  been  expressed  by 
those  who  have  spoken  before.  This  is  a  critical  time  for  this  hear- 
ing as  we  sense  that  the  Clinton  administration  is  moving  towards 
the  formulation  of  a  policy.  We  want  to  make  sure  and  better  en- 
sure that  those  who  are  closest  to  the  infrastructure  in  this  level 
of  government,  the  Members  of  Congress,  can  best  express  their 
hopes  and  dreams  for  a  more  productive  Nation.  This  can  best  be 
done  through  the  series  of  hearings  we  have  been  holding  that  in- 
cluded Governors,  mayors  and  today  gratefully.  Members  of  Con- 
gress. 

And  I  want  to  thank  the  members  of  the  subcommittee  for  put- 
ting together  and  attending  a  rather  rigorous  number  of  committee 
hearings  when  the  rest  of  the  committees  have  basically  not  even 
had  their  organizational  meetings  yet.  We  are  on  our  third  sub- 
committee meeting. 

I  want  to  take  this  opportimity  to  thank  those  Members  of  Con- 
gress who  don't  serve  on  this  committee  but  understand  the  impor- 
tance of  having  their  voice  and  their  dreams  be  heard  here  today. 
Mr.  Chairman,  thank  you  for  bringing  us  together  again  and  again, 
thank  you  to  those  who  are  going  to  follow  with  their  ideas. 

Mr.  Wise.  It  is  my  understanding  we  do  get  paid  by  the  hearing, 

don't  we?  t^  uv 

I  recognize  with  pleasure  the  full  committee  Chair  of  the  Public 
Works  Committee,  who  has  been  extremely  active  in  charging  this 
committee  to  get  cracking,  Congressman  Mineta,  from  California, 
our  Chairman. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman. 

Since  this  is  a  continuation  of  previous  hearings,  let  me  just 
thank  you  and  Susan  for  continuing  this  series  of  hearings  to  hear 
from  Governors  and  now  Members  of  Congress.  It  is  important  that 
we  proceed  with  some  economic  stimulus  program.  It  is  going  to  be 
im.portant  that  a  major  element  of  that  stimulus  program  be 
transportation-  and  infrastructure-related. 

So,  again,  without  taking  any  more  time,  I  would  rather  hear 
from  the  witnesses  that  we  have  coming  before  us  to  help  in  our 
deliberations  to  put  an  effective  package  together.  Thank  you  very 
much. 

Mr.  Wise.  Recognize  the  gentleman  from  Georgia,  Mr.  Collins. 

Mr.  Collins.  Thank  you,  Mr.  Chairman,  for  allowing  me  to  go 
ahead  with  the  statement,  and  we  do  have  other  things  on  the 
agenda  this  morning. 

Yesterday,  we  heard  testimony  from  several  Governors  as  to 
their  ideas  on  infrastructure  as  a  stimulant  to  the  economy.  I  had 
hoped  they  would  voice  more  than  they  did,  their  discontentment, 
disagreement,  and  concern  about  excessive  regulations  and  un- 
funded mandates  imposed  by  previous  acts  of  Congress,  especially 
those  unfunded  mandates  they  have  been  forced  to  pass  onto  local 
governments. 
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I  have  experienced,  as  a  local  official,  and  I  am  constantly  re- 
minded by  each  and  every  local  official  in  the  3rd  District  of  Geor- 
gia about  such  unfunded  mandates.  However,  Mr.  Chairman,  ex- 
cessive government  regulations  have  not  only  affected  local  and 
State  governments,  but  have  created  many  problems  for  small  and 
large  businesses,  problems  that  have  caused  many  industrialists  to 
move  south  of  the  border  taking  American  jobs  with  them. 

As  this  Congress  addresses  ways  to  rebuild  our  infrastructure, 
and  in  an  attempt  to  stimulate  our  economy,  we  must  consider 
other  actions,  such  as  more  balanced  environmental  regulations, 
health  care  reform,  welfare  reform,  and  tax  reforms,  such  as  invest- 
ment tax  credit,  capital  gains  tax  credit,  and  repeal  of  the  alter- 
native minimum  tax,  just  to  name  a  few. 

As  most  States  are  required  by  law  to  balance  their  budgets,  we 
need  the  same  requirement  in  the  Federal  Government,  whereby 
we  can  grasp  hold  of  deficit  spending.  I  have  stated  before  and  I 
will  state  again  that  the  most  difficult  challenge  facing  this  Con- 
gress is  the  deficit.  We  must  meet  this  challenge  by  controUing 
spending  but  not,  and  I  say  again,  not  by  raising  taxes. 

I  was  pleased  to  hear  the  Governors  speak  yesterday  without 
suggesting  a  tax  increase,  different  somewhat  fi-om  the  previous 
witnesses  we  heard  on  January  15,  who  had  a  number  of  great 
ideas  on  how  to  spend,  spend,  spend  and  also  how  to  raise  taxes, 
raise  taxes,  and  raise  taxes.  One  such  witness  outlined  the  building 
of  this  coimtr^s  first  infi-astructure  during  the  1800s  and  the  early 
1900s  when  this  Nation  spent  a  considerable  amount  of  its  re- 
sources on  building  such  infrastructure. 

Let  me  remind  the  committee  that  even  though  his  outline  was 
well  presented,  this  government  did  not  have  50  percent  of  its 
budget  going  to  pay  for  entitlement  programs  during  the  building 
of  our  first  infrastructure.  Let  us  take  a  quick  look  at  the  cost  of 
entitlements.  During  the  year  1991,  this  government  spent  $633 
bilhon  for  the  top  20  entitlement  programs  that  we  must  fund. 
Those  same  top  20  entitlement  programs  are  estimated  to  cost 
$687  biUion  for  the  year  1992.  A  $54  biUion  increase.  Without  con- 
trols being  implemented,  that  figure  will  increase  even  more  during 
1993. 

There  is  an  old  saying,  the  road  to  the  poor  house  is  paved  with 
good  intentions.  Congress  had  good  intentions  when  it  established 
entitlement  programs,  but  those  entitlement  programs  have,  for 
this  country,  paved  the  way  to  the  poor  house.  One  more  thing,  Mr. 
Chairman,  pertaining  to  entitlements.  Twenty-five  percent,  or  one 
in  four,  Americans,  in  some  way,  is  attached  to  a  Federal  entitle- 
ment program  which  is  indexed  to  the  cost  of  living. 

I  stress  that  whatever  we  do  in  this  Congress  to  address  the 
economy,  jobs  or  the  budget,  we  must  do  so  without  increasing 
taxes.  Raising  taxes  will  only  worsen  the  situation.  Raising  taxes 
will  result  in  increased  inflation  and  an  increased  cost  of  living  and 
a  tremendous  increase  in  the  budget. 
Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  thank  the  gentleman,  and  recognize  the  gentleman 
from  New  York,  Mr.  Nadler,  for  any  opening  remarks  he  may  wish 
to  make. 
Mr.  Nadler.  Thank  you,  Mr.  Chairman.  I  am  going  to  be  brief 
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I  simply  want  to  commend  the  Chairman  of  the  subcommittee 
and  the  Chairman  of  the  committee  for  the  series  of  hearings.  I 
also  want  to  say  I  hope  that  the  infrastructure  package  will  be 
more  than  able — of  50  to  60  rather  than  the  20  we  have  been  read- 
ing about  so  it  can  have  a  real  long-term  economic  impact  on  the 
basic  lack  of  investment  in  the  country,  which  is  one  of  the  key 
causes  for  the  lack  of  productivity  growth  and  of  the  general  weak- 
ness of  the  economy  over  a  long  period  of  time,  which  I  view  as 
much  more  important  and  much  more  fundamental  than  the  cycli- 
cal recession  we  are  allegedly  coming  out  of. 

Secondly,  I  would  hope  that  we  would  focus  on  long-term,  not 
just  short-term  stimulus  but  on  long-term  economic  investments. 
And  I  would  hope  that  as  someone  who  spent  16  years  in  a  State 
capital  and  observed  that,  at  least  in  the  New  York  State  capital, 
I  presume  in  some  other  State  capitals  as  well,  infrastructure 
projects  are  not  always  considered  solely  on  their  economic  merits 
but  sometimes  on  political  considerations  too,  that  we  would  look 
at  the  long-term  basis  of  developing  some  sort  of  a  basis  for  judging 
major  infrastructure  investments  in  terms  of  their  long-term  im- 
pact on  growth  and  productivity  impact  so  we  can  judge  among 
them  and  make  sure  Federal  dollars  are  going  for  projects  that  are 
productive  in  terms  of  long-term  economic  productivity  gains,  and 
not  merely  of  local  political  gains. 

And  I  think  that  that  is  a  matter  that,  as  we  get  into  a  much 
higher  level  of  expenditure  over  the  long-term,  we  should  devote 
some  attention  to,  and  I  thank  you. 

Mr.  Wise.  I  thank  the  gentleman  and  turn  to  the  gentleman  from 
Michigan,  Mr.  Hoekstra,  for  any  opening  remarks  he  may  wish  to 
make. 

Mr.  Hoekstra.  I  have  submitted  a  prepared  statement  for  the 
record,  which  I  will  pass  on  reading.  Thank  you. 

Mr.  Wise.  And  you  know  where  you  are  going;  in  heaven  as  well. 

[Mr.  Hoekstra's  prepared  statement  follows:] 
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February  2,  1993 


STATEMENT  BY  CONGRESSMAN  PETER  HOEKSTRA  (R-MI)  BEFORE 
THE  COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 
SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 


Thank  you  Chairman  Wise  and  Ranking  Member  Susan  Molinari  for 
your  leadership  on  this  issue.   I  am  pleased  to  be  a  part  of  this 
committee  and  commend  you  for  taking  the  lead  on  discussions  on 
infrastructure  investment.   The  series  of  infrastructure  hearings 
proposed  by  you  are  an  important  step  toward  addressing  economic 
issues  and  the  budget  deficit. 

Few  deny  the  need  for  infrastructure  investment.   Gridlock  is  a 
daily  fact  of  life  for  many  Americans.   Our  crowded,  crumbling 
roadways  cause  commuters  to  beg  for  a  new  commitment  to 
rebuilding  our  nation's  infrastructure.   Increasing  support 
exists  for  using  infrastructure  investment  as  a  means  to 
stimulate  our  sluggish  economy,  and  I  am  anxious  to  learn  more 
about  this  matter.   But  I  share  the  concern  already  expressed  by 
some  of  my  colleagues  -  -  how  are  we  going  to  pay  for  this? 

Quick  fixes  are  not  the  answer.   They  will  only  provide  temporary 
relief  and  contribute  to  our  bulging  federal  deficit.   I  am 
interested  in  working  with  this  committee  to  develop  a  long-term 
strategy  to  rebuild  our  nation's  infrastructure.   It  seems  to  me 
that  we  should  take  a  close  look  at  any  economic  stimulus 
proposals  to  ensure  that  they  help  rather  than  hinder  our 
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economic  growth. 

Band-aid  measures  are  not  what  we  need  right  now.   Instead,  we 
need  meaningful,  long-term  solutions  to  our  nation's  economic  and 
infrastructure  woes.   I  hope  that  open  debate  and  bipartisan 
cooperation  will  lead  to  reasonable  and  effective  solutions  to 
our  nation's  economic  problems.   I  look  forward  to  hearing  the 
testimony  and  thank  the  witnesses  for  being  here  today. 

Thank  you  Mr.  Chairman. 
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Mr.  Wise.  I  turn  to  the  gentlewoman  from  Utah  Ms.  Shepherd, 
for  any  remarks  she  might  wish  to  make. 

Ms.  Shepherd.  Thank  you  very  much.  I  will  pass  on  heaven. 

Mr.  Wise.  You  will  get  another  chance  at  it,  don't  worry. 

Ms.  Shepherd.  Thank  you.  Chairman  Wise,  and  Ms.  Molinari, 
for  the  opportunity  to  speak  today.  I  feel  honored  to  be  a  Member 
of  Congress  and  honored  to  be  speaking  here  at  my  first  hearing 
on  this  subcommittee,  because  I  consider  what  is  going  to  happen 
here  among  the  things  that  will  be  most  important  to  this  Congress 
and  this  country  this  year. 

In  some  ways  the  challenge  before  us  is  daunting.  We  have  really 
neglected  our  infrastructure  needs  for  so  long  that  we  spend  a 
smaller  and  smaller  share  of  our  gross  national  product  on  infi-a- 
structure  needs  now  than  we  did  a  decade  ago,  and  considering  in- 
flation that  is  an  appalling  fact. 

There  is  more  to  do  than  we  can  possibly  do  and  our  decisions 
have  to  be  made  very  carefully.  We  must  have  two  goals.  We  need 
now  to  provide  jobs  so  that  those  charts  that  sit  over  there,  that 
flat  chart  that  shows  virtually  no  improvement  over  the  course  of 
the  year,  changes;  and  we  have  to  increase  the  number  of  tax- 
payers who  are  funding  these  projects  by  increasing  the  number  of 
people  who  have  jobs,  not  increasing  the  amount  of  taxes  that  they 

pay. 

Luckily,  an  enormous  amount  of  work  has  already  been  done  and 
we  have  some  excellent  funding  mechanisms  in  place  in  ISTEA,  in 
the  water  programs,  and  in  the  revolving  State  credit  funds. 

We  have  heard  from  Governors  of  several  States  yesterday  who 
presented  a  compilation  of  projects  that  are  ready  to  go  in  the  next 
60  to  90  days.  Over  $6  billion  worth  of  work  that  meets  carefully 
crafted  and  widely  support  criteria  set  forth  in  ISTEA. 

In  my  own  State,  a  $50  million  investment  now  would  create  500 
jobs  and  upgrade  the  number  of  transportation  arteries  that  would 
benefit  the  economy  of  Salt  Lake  County  into  the  next  century. 
These  projects  include  important  rehabilitation  work  on  1-80  and 
1-15,  which  run  through  the  county. 

Yesterday,  Governor  Edgar  of  Illinois  shared  his  own  experience 
with  how  infi*astructure  spending  can  create  jobs  in  the  long-term. 
Planned  infrastructure  improvements  in  northern  Illinois  were  ex- 
pedited so  that  a  firm  that  would  employ  2,500  people  could  estab- 
lish itself. 

While  this  bill  is  a  vision  of  how  infrastructure  spending  will 
help  the  economy,  we  must  conversely  be  concerned  that  the  lack 
of  infi-astructure  investment  does  not  hamper  the  economy  and,  un- 
fortunately, we  in  Utah  are  in  such  a  position. 

The  U.S.  DOT  has  estimated  in  1991,  134,000  bridges  are  rated 
as  structurally  deficient  and  that  congestion  has  caused  over  a  bil- 
lion hours  of  delay  on  interstates  and  other  principal  arteries. 
These  delays  in  1989  were  estimated  to  cost  over  $34  million.  Salt 
Lake  County  is  full  of  such  bridges.  Our  surface  maintenance  is 
dangerously  behind,  and  we  simply  must  face  up  to  these  problems. 

Furthermore,  Salt  Lake  County  has  completed  all  the  engineer- 
ing work  and  purchased  the  right-of-way  for  an  existing  rail  system 
that  would  allow  us  to  tie  together  70  percent  of  the  population 
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which  lives  along  the  Wasatch  Front  Corridor  and  comprises  the 
essence  of  Utah,  really,  in  terms  of  population. 

Because  we  live  in  a  valley,  which  is  a  high  desert  valley,  subject 
to  temperature  inversions,  we  have  a  veir  difficult  time  meeting 
our  EPA  clean  air  standards,  and  I  do  not  believe  that  unless  Utah 
is  able  to  put  in  a  light  rail  svstem  very  soon  will  we  be  able  to 
do  that  in  the  future.  And  I  think  that  if  we  don't  put  in  a  light 
rail  very  soon,  we  also  will  not  be  able  to  keep  up  with  the  road 
systems  that  are  required  in  order  to  carry  the  cars  going  back  and 
forth. 

I  believe  that  ISTEA  should  be  fully  funded  and  if  we  need  to 
make  changes  to  ensure  that  States  can  have  access  to  these  funds, 
we  should.  In  ISTEA,  we  also  have  a  funding  mechanism  that 
could  be  easily  amended  to  target  more  funds  to  large  metropolitan 
areas  and  to  environmental  improvements  in  our  transportation 
network. 

As  part  of  an  infrastructure  investment  package,  for  example,  we 
can  reduce  matching  requirements  for  projects  that  help  States 
meet  their  Clean  Air  Requirement  Act.  We  can  provide  additional 
funding  for  improvements  in  the  Northwest  Rail  Corridor  and  for 
establishment  of  five  high  speed  rail  corridors  that  have  already 
been  selected  by  the  Department  of  TrEinsportation. 

The  problem,  as  we  all  know,  will  be  coming  up  with  ways  to 
fund  this  investment,  and  I  am  ready  to  work  with  my  colleagues 
in  determining  a  program  and  building  support  for  it.  It  is  pretty 
clear  to  me  that  ii  infrastructure  spending  meets  both  other  goals, 
i.e.,  it  encourages  economic  development  in  the  long  run,  then  our 
money  is  extremely  well  spent.  We  will  add  taxpayers  both  in  the 
short  run  and  the  long  run,  and  we  will  remove  many  people  from 
the  unemployment  rolls,  especially  in  the  short  term  and  allow  the 
quality  of  their  lives  to  return  to  what  we  once  remember  it  was. 

I  firmly  believe  carefully  selected  long-  and  short-terpa  invest- 
ment must  be  combined  with  responsible  deficit  reduction  if  the 
U.S.  economy  is  to  recover  and  a  quality  future  is  to  be  preserved 
for  our  children,  and  that  is  what  we  are  all  working  for. 

I  am  looking  forward  to  working  hard  with  Chairman  Wise  and 
Chairman  Mineta  to  accomplish  these  goals.  Thank  you  very  much. 

Mr.  Wise.  I  thank  the  gentlewoman  for  her  remarks. 

I  recognize  the  gentleman  from  Massachusetts,  Mr.  Blute. 

Mr.  Blute.  Thank  you,  Mr.  Chairman,  and  I  will  be  very  brief. 

I  want  to  also  commend  you  and  Ms.  Molinari  for  moving  so 
quickly  and  forcefully  in  this  area,  and  also  to  the  full  committee 
Chair  for  his  emphasis  that  he  is  putting  on  infrastructure. 

Mv  district  in  Massachusetts  is  much  like  everyone  else's,  we 
need  jobs  and  we  have  severe  infrastructure  needs,  £ind  I  think  this 
subcommittee  and  this  full  committee  can  combine  to  help  on  those 
two  fronts,  and  I  look  forward  to  working  with  this  committee  to 
see  that  that  happens  for  the  good  of  the  entire  country. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  recognize  the  Vice  Chair  of  this  committee,  Mr. 
Blackwell,  for  opening  remarks  he  might  wish  to  make. 

Mr.  Blackwell.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  am  proud  to  be  a  member  of  this  subcommittee 
under  your  able  leadership.  You  have  convened  economists,  may- 
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ors,  Governors,  and  now  Members  of  Congress,  all  within  the  span 
of  a  little  more  than  2  weeks. 

We  are  meeting  the  voters'  mandate.  Our  schedule  could  not  be 
possible  without  the  cooperation  of  Ms.  Molinari  and  our  colleagues 
from  the  other  side  of  the  aisle.  I  am  also  proud  to  serve  with 
them. 

The  President,  on  February  17,  indicated  to  us  an  economic  re- 
covery program  will  be  prepared  to  quickly  respond  to  legislative 
initiatives  that  reflect  the  best  and  current  thinking  of  those  on  the 
front  lines. 

Those  involved  in  the  theory  and  those  involved  in  the  practice 
of  present  day  economics  have  told  us  many  things  during  the 
course  of  our  hearings.  Their  views  have  been  recorded,  however. 
They  have  also,  by  their  testimony,  raised  many  more  questions. 
President  Clinton  has  encouraged  us  to  discuss  the  questions,  flush 
out  the  issues,  disagree  if  we  must,  and  ultimately  make  some  deci- 
sions. 

We  will  make  some  decisions,  but  first  we  will  continue  to  seek 
views  on  the  many  questions  that  remain.  Among  those  questions, 
which  is  one  that  came  to  my  mind  during  yesterday's  hearing.  The 
Governors  indicated  they  preferred  funding  existing  programs 
under  the  Clean  Water  Act,  ISTEA,  and  the  community  develop- 
ment block  grants  program.  I  wonder  what  the  Governors  would 
say  if  we  had  to  make  a  choice  between  providing  clean  water 
money,  surface  transportation  money,  and  community  development 
block  grants.  What  should  that  choice  be? 

We  have  heard  many  suggestions  about  the  creative  Public 
Works  programs,  programs  other  than  highways,  bridges,  water 
and  sewer,  programs  which  target  schools,  hospitals,  parks,  and 
other  such  capital  projects.  We  heard  much  about  the  programs 
that  aid  our  environment  in  cleanup  efforts  and,  at  the  same  time, 
there  has  been  a  consistent  call  for  urgency  and  any  initiatives  we 
may  undertake. 

The  question  is  can  we  be  creative  and  forward  looking  and  still 
move  a  short-term  economic  stimulus  package  through  the  State 
and  local  governments  in  time  to  have  a  real  impact  on  the  econ- 
omy? Can  we  create  new  programs  that  have  not  already  been  con- 
templated by  the  Conference  of  Mayors  and  National  Governors  As- 
sociation in  their  "Projects  Ready-To-Go"  packages? 

Another  question  we  should  consider,  if  we  enact  an  economic 
stimulus  program  requiring  the  Department  of  Commerce  to  pro- 
mulgate regulations  within  a  short  specified  time  that  requires  the 
distribution  of  funds  by  Federal  agencies  within  truncated  time  pe- 
riods and  that  mandates  the  expenditure  of  those  funds  by  recipi- 
ents within  a  specified  number  of  days,  are  we  moving  too  fast? 

Perhaps  the  most  important  question  remaining  is  what  revenue 
sources  will  we  draw  upon  to  pay  for  an  economic  stimulus  pro- 
gram? If  you  operate  on  a  pay-as-you-go  basis,  will  we  take  from 
existing  resources  or  will  we  find  new  revenue  sources?  Will  we 
enact  an  energy  tax  on  imports  or  impose  a  tax  on  domestic 
gasoline? 

Another  important  question  is  what  role  will  and  should  our 
central  bank,  the  Federal  Reserve  System,  play  in  any  economic  re- 
covery program?  Should  the  Congress  continue  to  allow  this  power- 
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ful  institution  to  operate  independently,  making  judgments  and 
setting  fiscal  policy,  sometimes  without  regard  to  the  direction  in 
which  the  President  and  Congress  seek  to  take  the  country?  Is 
there  need  for  reform  of  this  institution,  created  in  its  modem  form 
in  1913? 

How  can  we  build  on  the  good  things  about  the  economy? 
Consumer  confidence  appears  to  be  on  the  rise  and  more  Ameri- 
cans are  spending,  and  spending  more.  Fewer  are  joining  the  un- 
emplo5anent  lines  and  interest  rates  remain  reasonably  low. 

While  the  index  of  leading  economic  indicators  has  increased  over 
the  past  3  months,  and  while  we  are  experiencing  continued 
growth,  Americans  are  still  standing  in  unemployment  lines,  work- 
ing people  are  sleeping  in  the  subway  stations,  and  too  many  of  our 
citizens  are  poor  and  hungry.  We  have  encouraged  hope  to  those 
who  have  no  reason  to  hope. 

Mr.  Chairman,  I  am  proud  to  serve  on  this  subcommittee.  As  a 
result  of  the  leadership  you  have  provided,  I  hope  to  be  proud  of 
the  work  we  have  done.  There  is  an  urgency,  however.  We  must 
be  sure  that  any  program  we  enact  treats  the  real  problems  of  this 
Nation,  not  just  those  for  the  few  and  powerful. 

And  I  will  just  end,  Mr.  Chairman,  by  saying  there  is  a  lot  of 
criticism  of  our  President,  and  I  believe  that  we  who  believe  in 
him,  we  who  want  to  support  his  program  and  cooperate,  ought  to 
speak  out  for  him. 

All  the  problems  we  have  had  over  the  last  12  years,  and  the 
President  is  supposed  to  solve  them  in  just  2  weeks?  We  know  it 
is  nonsense,  and  when  they  say  something  bad  about  him,  the  peo- 
ple who  support  him  ought  to  say  something  good  about  him,  and 
we  should  cooperate  when  we  can. 

[Mr.  Blackwell's  prepared  statement  follows:] 
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STATEMENT  OF  CONGRESSMAN  LUCIEN  E.  BLACKWELL 
BEFORE  THE  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 
COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 
HEARING  OF  FEBRUARY  3,  1993 
INVESTING  IN  AMERICA'S  INFRASTRUCTURE: 
SHORT  AND  LONG-TERM  STRATEGIES 
THE  NEED  FOR  ECONOMIC  STIMULUS 
Mr.  CHAIRMAN,  I  AM  PROUD  TO  BE  A  MEMBER  OF  TfflS  SUBCOMMnTEE 
UNDER   YOUR    ABLE   LEADERSHIP.       YOU   HAVE    CONVENED    ECONOMISTS, 
MAYORS,  GOVERNORS,  AND  NOW  MEMBERS  OF  CONGRESS,  ALL  WITHIN  THE 
SPAN  OF  A  UTTLE  MORE  THAN  TWO  WEEKS.    WE  ARE  MEETING  THE  VOTERS- 
MANDATE.        OUR    SCHEDULE    COULD    NOT    BE    POSSIBLE    WITHOUT    THE 
COOPERATION  OF  MS.  MOUNARI  AND  OUR  COLLEAGUES  FROM  THE  OTHER  SIDE 
OF  THE  AISLE.      I  AM  ALSO  PROUD  TO   SERVE  WITH  THEM.      WHEN  THE 
PRESIDENT  ON  FEBRUARY  17TH,  INDICATES  TO  US  HIS  ECONOMIC  RECOVERY 
PROGRAM,  WE  WILL  BE  PREPARED  TO  QUICKLY  RESPOND  WITH  LEGISLATIVE 
INITIATIVES  THAT  REFLECT  THE  BEST  AND  CURRENT  THINKING  OF  THOSE  ON 
THE  FRONT  LINES. 

THOSE  INVOLVED  IN  THE  THEORY,  AND  THOSE  INVOLVED  IN  THE 
PRACTICE  OF  PRESENT  DAY  ECONOMICS  HAVE  TOLD  US  MANY  THINGS  DURING 
THE  COURSE  OF  OUR  HEARINGS.  THEIR  VIEWS  HAVE  BEEN  RECORDED. 
HOWEVER,  THEY  HAVE  ALSO,  BY  THEIR  TESTIMONY,  RAISED  MANY  MORE 
QUESTIONS.  PRESIDENT  CLINTON  HAS  ENCOURAGED  US  TO  DISCUSS  THE 
QUESTIONS,  FLUSH  OUT  THE  ISSUES,  DISAGREE,  IF  WE  MUST,  AND  ULTMATELY, 
MAKE  SOME  DEaSIONS. 

WE  WILL  MAKE  SOME  DEaSIONS.  BUT  FIRST,  WE  MUST  CONTINUE  TO 
SEEK   VIEWS    ON   THE   MANY   QUESTIONS   THAT   REMAIN.       AMONG   THOSE 
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QUESTIONS  IS  ONE  WHICH  CAME  TO  MY  MIND  DURING  YESTERDAY'S  HEARING. 
THE   GOVERNORS    INDICATED   THAT   THEY   PREFERRED   FUNDING   EXISTING 
PROGRAMS  UNDER  THE  CLEAN  WATER  ACT,  ISTEA  AND  THE  COMMUNITY 
DEVELOPMENT  BLOCK  GRANTS  PROGRAM. 

I  WONDERED  WHAT  THE  GOVERNORS  WOULD  SAY  IF  WE  HAD  TO  MAKE 
A  CHOICE  BETWEEN  PROVIDING  CLEAN  WATER  MONEY,  SURFACE 
TRANSPORTATION  MONEY  AND  COMMUNITY  DEVELOPMENT  BLOCK  GRANTS. 
WHAT  SHOULD  THAT  CHOICE  BE?  WE'VE  HEARD  MANY  SUGGESTIONS  ABOUT 
CREATIVE  PUBUC  WORKS  PROGRAMS,  PROGRAMS  OTHER  THAN  HIGHWAYS, 
BRIDGES,  WATER  AND  SEWER,  PROGRAMS  WHICH  TARGET  SCHOOLS, 
HOSPITALS,  PARKS  OR  OTHER  SUCH  CAPITAL  PROJECTS.  WE'VE  HEARD  MUCH 
ABOUT  PROGRAMS  TO  AID  OUR  ENVIRONMENTAL  CLEAN-UP  EFFORTS.  AT  THE 
SAME  TIME,  THERE  HAS  BEEN  A  CONSISTENT  CALL  FOR  URGENCY  IN  ANY 
INITIATrVE  WE  MAY  UNDERTAKE.  THE  QUESTION  IS  CAN  WE  BE  CREATIVE 
AND  FORWARD  LOOKING  AND  STILL  MOVE  A  SHORT-TERM  ECONOMIC 
STIMULUS  PACKAGE  TO  THE  STATES  AND  LOCAL  GOVERNMENTS  IN  TIME  TO 
HAVE  A  REAL  IMPACT  ON  THE  ECONOMY.  CAN  WE  CREATE  NEW  PROGRAMS 
THAT  HAVE  NOT  ALREADY  BEEN  CONTEMPLATED  BY  THE  U.S.  CONFERENCE  OF 
MAYORS  AND  THE  NATIONAL  GOVERNOR'S  ASSOCL\TION  IN  THEIR  "PROJECTS 
READY  TO  GO"  PACKAGES? 

ANOTHER  QUESTION  WE  SHOULD  CONSIDER  IS,  IF  WE  ENACT  AN 
ECONOMIC  STIMULUS  PROGRAM  WHICH  REQUIRES  THE  DEPARTMENT  OF 
COMMERCE  TO  PROMULGATE  REGULATIONS  WITHIN  A  SHORT,  SPECIFIED  TIME, 
THAT  REQUIRES  THE  DISTRIBUTION  OF  FUNDS  BY  FEDERAL  AGENCIES  WITHIN 
TRUNCATED  TIME  PERIODS  AND  THAT  MANDATES  THE  EXPENDITURE  OF  THOSE 
FUNDS  BY  RECIPIENTS  WITHIN  A  SPECIFIED  NUMBER  OF  DAYS,  ARE  WE  MOVING 


421 


-3- 
TOO  FAST?  PERHAPS  THE  MOST  IMPORTANT  QUESTION  WHICH  REMAINS  IS 
WHAT  REVENUE  SOURCES  WILL  WE  DRAW  UPON  TO  PAY  FOR  AN  ECONOMIC 
STIMULUS  PROGRAM?  BECAUSE  WE  OPERATE  ON  A  PAY  AS  YOU  GO  BASIS,  WILL 
WE  TAKE  FROM  EXISTING  RESOURCES  OR  WILL  WE  FIND  NEW  REVENUE 
SOURCES?  WILL  WE  ENACT  AN  ENERGY  TAX  ON  IMPORTS  OR  WILL  WE  IMPOSE 
A  TAX  ON  DOMESTIC  GASOLINE? 

ANOTHER  IMPORTANT  QUESTION  FOR  ME  IS  WHAT  ROLE  WILL  AND 
SHOULD  OUR  CENTRAL  BANK,  THE  FEDERAL  RESERVE  SYSTEM,  PLAY  IN  ANY 
ECONOMIC  RECOVERY  PROGRAM?      SHOULD  THE  CONGRESS  CONTINUE  TO 
ALLOW  THIS  POWERFUL  INSTITUTION  TO  OPERATE  INDEPENDENTLY,  MAKING 
JUDGMENTS  AND  SETTING  HSCAL  POUCY,  SOMETIMES  WITHOUT  REGARD  TO 
THE  DIRECTION  IN  WHICH  THE  PRESIDENT  AND  THE  CONGRESS  SEEK  TO  TAKE 
THE  COUNTRY?  IS  THERE  A  NEED  TO  LEGISLATE  REFORM  OF  TfflS  INSTITUTION, 
CREATED  IN  ITS  MODERN  FORM  IN  1913?    HOW  CAN  WE  BUILD  ON  THE  GOOD 
THINGS  ABOUT  THE  ECONOMY?    CONSUMER  CONFIDENCE  APPEARS  TO  BE  ON 
THE  RISE,  AND  MORE  AMERICANS  ARE  SPENDING  AND  SPENDING  MORE.  FEWER 
ARE  JOINING  THE  UNEMPLOYMENT  LINES.     AND,  INTEREST  RATES  REMAIN 
REASONABLY    LOW.        BUT    WHILE    THE    INDEX    OF    LEADING    ECONOMIC 
INDICATORS  HAS  INCREASED  OVER  THE  PAST  THREE  MONTHS,  AND  WHILE  WE 
ARE  EXPERIENCING  CONTINUED  GROWTH,  AMERICANS  ARE  STILL  STANDING  IN 
THE  UNEMPLOYMENT  LINES,  WORHNG  PEOPLE  ARE  SLEEPING  IN  SUBWAY 
STATIONS,  AND  TOO  MANY  OF  OUR  CITIZENS  ARE  POOR  AND  HUNGRY.    WE 
ENCOURAGE  HOPE  FOR  THOSE  WHO  HAVE  HAD  NO  REASON  TO  BE  HOPEFUL. 
MR.     CHAIRMAN,     I     AM     PROUD     TO     SERVE     WITH     YOU     ON     THIS 
SUBCOMMITTEE.    ITIS  MY  HOPE  THAT  AS  A  RESULT  OF  THE  LEADERSHIP  YOU 
HAVE  DEMONSTRATED,  I  WILL  SOON  BE  PROUD  OF  THE  WORK  WE  HAVE  DONE. 
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THERE  IS  AN  URGENCY,  HOWEVER,  WE  MUST  BE  SURE  THAT  ANY  PROGRAM 
WE  ENACT  TREATS  THE  REAL  PROBLEMS  OF  THIS  NATION,  NOT  JUST  THOSE 
FOR  THE  FEW  AND  POWERFUL.     THANK  YOU. 
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Mr.  Wise.  I  thank  the  gentleman  for  his  remarks,  and  turn  to 
the  gentlewoman  from  Missouri  for  any  opening  remarks  she  might 
have. 

Ms.  Banner.  No,  thank  you. 

Mr.  Wise.  We  are  delighted  to  have  you  join  with  us,  a  member 
of  the  full  committee,  the  gentlewoman  from  Washington,  Ms. 
Cantwell. 

Ms.  Cantwell.  Thank  you,  Mr.  Chairman,  and  I  appreciate  the 
committee's  exhaustive  efforts  in  holding  these  hearings  and  trying 
to  get  to  the  bottom  line  of  how  to  have  infrastructure  investment 
result  in  both  short-term  and  long-term  economic  growth.  I  also  ap- 
preciate the  full  committee  Chairman's  efforts  in  this  regard,  as 
well. 

I  just  want  to  mention  today  some  of  the  issues  facing  us  in  the 
West  and  in  the  Puget  Sound  area,  despite  some  of  the  good  news 
on  the  economic  front,  last  week  Boeing's  announcement  of  major 
job  layoffs  in  the  Puget  Sound  area  has  caused  us  major  concerns, 
and  that  is  because  not  only  of  their  job  loss  but  the  other  jobs  that 
might  result;  job  loss  for  subcontractors  and  tradesmen  and  other 
consumer  services  that  support  Boeing. 

If  you  combine  this  vital  economic  situation  with  our  region's 
transportation  problems,  an  economic  stimulus  package  is  very 
much  what  we  desperately  need.  I  beUeve  this  package  should  con- 
sider both  the  immediate  problems  as  well  as  long-term  economic 
growth. 

As  mentioned,  the  country  does  suffer  from  the  fact  we  have 
about  2  billion  hours  of  delay  per  year  due  to  traffic  congestion.  In 
the  Puget  Sound  area,  we  are  expecting  that  problem  to  continue. 
By  the  turn  of  the  century,  population  in  our  region  is  expected  to 
grow  by  52  percent.  In  my  congressional  district  alone,  we  had  a 
49  percent  population  increase  over  the  last  10  years.  Taking  into 
account  that  there  are  a  higher  number  of  trips  than  just  the  popu- 
lation, that  results  in  traffic  increases  of  about  78  percent. 

I  think  this  committee  should  act  quickly  on  these  issues,  and  I 
am  very  interested  today  in  hearing  the  remarks  of  other  Members 
about  their  ideas,  both  on  ISTEA  funding  and  other  programs. 

Ms.  DeLauro  and  Mrs.  Lowey  will  talk  about  a  revolving  loan 
fund.  I  would  like  to  suggest  a  concept  to  be  considered  from  Wash- 
ington State.  In  1985,  we  created  a  public  works  trust  fund,  which 
is  a  revolving  loan  fund  that  loans  to  local  governments  for  sewers, 
bridges,  roads,  and  I  think  that  it  has  played  a  critical  role  in  our 
economic  stimulus  in  the  last  several  years. 

Two  years  ago,  we  added  an  element  of  financing  for  our  timber- 
depressed  communities  to  finance  new  infrastructure,  and  I  think 
that  will  be  a  valuable  asset. 

So  I  look  forward  to  the  Members'  remarks  and  working  on  this 
concept  of  a  revolving  loan  fund  with  the  committee. 

Mr.  Wise.  I  thank  the  gentlewoman  for  her  remarks  and  we  are 
delighted  to  call  the  first  panel. 

We  appreciate  your  participation  and  your  patience.  The  gentle- 
woman from  New  York,  Mrs.  Lowey,  and  gentlewoman  and  former 
member  of  this  committee,  Ms.  DeLauro.  We  welcome  you  back  and 
look  forward  to  your  remarks,  and  also  your  kindness  during  your 
new  assignment. 
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TESTIMONY  OF  HON.  NITA  M.  LOWEY,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  NEW  YORK;  AND  HON.  ROSA  L.  DeLAURO, 
A  REPRESENTATIVE  IN  CONGRESS  FROM  CONNECTICUT 

Mrs.  LowEY.  Mr.  Chairman,  I  would  like  to,  first,  request  my  full 
written  statement  be  included  in  the  record. 

Mr.  Wise.  Without  objection. 

Mrs.  LowEY.  I  wanted  to  thank  you,  Ms.  Molinari,  and,  of  course, 
the  distinguished  Chairman  of  the  full  committee.  We  do  appre- 
ciate having  the  opportunity  to  come  before  you  to  discuss  the  role 
that  investment  in  our  Nation's  infrastructure  can  play  in  restoring 
growth  to  our  economy,  and  I  want  to  compliment  you  and  the  en- 
tire committee  for  organizing  this  timely  series  of  hearings.  I  truly 
look  forward  to  working  with  you  on  these  measures  so  that  we  can 
get  our  economy  moving  again. 

More  than  a  year  ago,  Rosa  DeLauro  and  I  joined  forces  to  press 
for  a  national  strategy  on  environmental  infrastructure  that  would 
enable  the  United  States  to  regain  its  economic  edge  while  protect- 
ing the  environment  and  improving  our  quality  of  life.  We  focused 
our  efforts  on  sewage  treatment  plants  and  other  clean  water  infra- 
structure, because  our  Nation  faces  an  estimated  $130  billion  in 
unmet  wastewater  treatment  needs. 

Without  adequate  Federal  aid,  this  burden  will  wreck  State  and 
municipal  budgets,  cripple  local  economies,  and  rob  our  waterways 
and  their  environmental  and  economic  vitalities.  But  in  the  midst 
of  this  dire  need  lies  an  unprecedented  opportunity.  The  very  in- 
vestments that  are  needed  to  upgrade  our  environmental  facilities 
can  also  expand  the  economic  horizons  of  our  communities.  At  a 
time  when  the  national  unemployment  rate  remains  at  7.3  percent, 
investments  in  modernizing  sewage  treatment  plants  can  create 
tens  of  thousands  of  jobs  in  the  short-term  and  provide  the  capacity 
for  years  of  economic  expansion. 

These  expenditures  are  possible,  however,  only  with  substantial 
Federal  aid.  The  time  to  invest  is  now,  and  for  the  first  time  in 
years,  we  have  an  Administration  that  understands  what  these  in- 
vestments can  mean  for  our  economy  and  our  communities. 

As  you  all  know.  President  Clinton  has  announced  his  plans  to 
offer  an  economic  stimulus  package  that  features  increased  invest- 
ments in  the  Nation's  infrastructure.  We  would  like  to  take  this  op- 
portunity to  share  with  the  committee  our  proposal  for  maximizing 
the  economic  and  environmental  impact  of  these  investments.  The 
best  strategies  for  investing  in  our  economy  are  not  l5dng  all  over 
Washington,  they  are  lining  the  shelves  of  State  capitals  and  town 
halls  all  across  our  Nation. 

An  economic  stimulus  package  must  focus  on  ready-to-go  projects 
that  are  part  of  regional  strategies  designed  to  promote  long-term, 
environmentally  sustainable  growth.  The  Clean  Water  Act's  plan- 
ning requirements  offer,  perhaps,  the  best  means  for  targeting  Fed- 
eral dollars  toward  productive,  environmentally-sound  infrastruc- 
ture projects. 

To  that  end,  our  legislation  would  provide  in  fiscal  year  1993,  $3 
billion  in  new  funding  to  the  Clean  Water  Act's  State  revolving 
loan  fund  program  and  an  additional  $300  million  in  the  rural  de- 
velopment administration's  water  pollution  control  grant  program. 
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These  two  programs  are  well  suited  to  a  stimulus  package  be- 
cause they  offer  proven  mechanisms  for  delivering  Federal  assist- 
ance to  communities  seeking  to  expand  their  economies  while  pro- 
tecting their  natural  resources. 

In  order  to  illustrate  how  easily  and  quickly  these  funds  could 
begin  putting  Americans  back  to  work,  we  have  brought  with  us  a 
compilation  of  several  hundred  water  pollution  control  projects 
from  across  the  country  that  could  begin  within  90  to  180  days. 
And  this  list  represents  only  a  fraction  of  the  projects  that  are 
ready  to  go.  , 

To  ensure  our  regulation  quickly  translates  into  new  jobs,  the  bill 
establishes  special  requirements  to  mandate  rapid  obligation  of 
SRF  funds.  We  worked  closely  with  the  States  of  New  York  and 
Connecticut  and  a  number  of  national  groups  to  develop  a  workable 
mechanism  for  releasing  these  funds  as  quickly  as  possible. 

Our  legislation  would  raise  Federal  funding  for  the  SRF  program 
from  approximately  $2  billion  to  $5  billion,  a  sizable  increase  but 
a  necessity  in  light  of  the  massive  costs  facing  our  communities. 

A  study  issued  two  weeks  ago  by  the  water  pollution  control  ad- 
ministrators, which  surveyed  the  needs  of  all  50  States,  called  for 
annual  funding  levels  of  $5  billion  over  the  next  four  years  to  help 
States  meet  these  enormous  costs.  The  study  also  found  that  the 
funding— that  funding  the  SRF  at  that  level  could  generate  350,000 
new  jobs  each  year. 

Our  legislation,  which  raises  Federal  support  for  the  SRF  to  $5 
bilUon,  would  enable  us  to  meet  that  need  this  year  and  provide 
a  powerful  stimulus  to  our  still  lagging  economy. 

Mr.  Chairman,  I  request  that  a  three-page  summary  of  the  study 
be  included  in  the  record  along  with  my  prepared  statement. 

The  bill  that  we  are  presenting  today  is  the  short-term  compo- 
nent of  a  long-range  strategy  for  strengthening  our  environmental 
infrastructure,  creating  a  foundation  for  sustainable  economic 
growth,  and  protecting  our  natural  resources. 

Later  this  year,  we  plan  to  reintroduce  H.R.  5070,  a  seven-year 
reauthorization  of  clean  water  funding  programs,  that  would  pro- 
vide our  communities  the  assistance  they  need  over  the  long-term 
to  tackle  our  infrastructure  needs  and  capitalize  fully  on  the  eco- 
nomic benefits  of  these  investments. 

Mr.  Chairman,  there  is  a  growing  consensus  in  Congress  and  the 
Nation  that  investments  in  our  infrastructure  can  increase  Amer- 
ican economic  performance  and  improve  our  quality  of  life.  We  be- 
lieve that  targeted  investments  in  environmental  infrastructure 
can  maximize  these  benefits  while,  at  the  same  time,  preserving 
our  natural  resources. 

I  would  like  to  conclude  by  thanking  the  Chairman  and  the  mem- 
bers of  the  subcommittee  for  this  opportunity  to  outline  our  legisla- 
tion. Working  with  the  Clinton  administration,  the  103rd  Congress 
must  develop  a  package  of  promotion  that  will  spur  our  economy 
forward  and  lay  a  foundation  for  long-term  growth. 

We  truly  look  forward  to  working  with  you  on  this  critical  task, 
and  we  would  be  happy  to  answer  any  questions. 

Mr.  Wise.  Thank  you. 

The  gentlelady  from  Connecticut. 
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Ms.  DeLauro.  Thank  you,  Mr.  Chairman,  and  it  is  indeed  a 
pleasure  to  be  back  in  this  room  again  on  this  side  of  the  table.  I 
spent  many  hours  in  this  room,  most  of  them  happy. 

And  I  do  want  to  congratulate  the  Chairman  of  the  full  commit- 
tee, Mr.  Mineta,  and  thank  him  for  all  of  his  help  during  my  first 
term  here  and  being  a  real  mentor. 

I  also  might  add  I  think  the  work  of  the  Public  Works  and  Trans- 
portation Committee  at  last  session  and  the  reauthorization  of  the 
transportation  bill  and  ISTEA  was  probably,  in  my  view,  one  of  the 
only  pieces  of  legislation  that  we  completed  that  directly  addressed 
the  critical  problem  in  this  Nation,  and  that  is  the  question  of  jobs 
and  long-term  investment  in  this  Nation's  future. 

I  want  to  congratulate  the  new  Chairman  of  the  committee,  Mr. 
Wise.  It  is  a  pleasure  to  be  here  with  you  and  with  Ms.  Molinari, 
and  I  know  that  we  are  in  good  hands  in  this  effort. 

And  as  a  former  member  of  this  Economic  Development  Sub- 
committee, I  know  the  interest  of  the  entire  panel  in  the  issues, 
and  the  two  most  pressing  issues  that  address  the  fundamental 
needs  of  our  country  today,  and  that  is  jobs  and  infrastructure. 

Both  Congresswoman  Nita  Lowey  and  I  are  delighted  to  be  here 
this  morning.  We  come  with  a  shared  belief  that  nothing  on  the  na- 
tional agenda  is  more  vital  that  taking  immediate  steps  to  deal 
with  the  economic  challenges  that  face  our  Nation.  And  we  are  ex- 
cited this  morning  to  be  here  with  you  and  to  talk  about  the  pros- 
pects of  addressing  both  of  these  problems  with  new  legislation 
that  we  have  written  that  will  create  jobs  while  building  our  envi- 
ronmental infrastructure  and  trying  to  help  clean  up  our  environ- 
ment. 

We  are  still  in  a  time  of  deep  recession  in  many  parts  of  this 
country.  In  my  own  State  of  Connecticut,  unemployment,  which  is 
now  at  7.4  percent,  remains  high.  More  than  200,000  Connecticut 
people  have  lost  their  jobs  since  the  recession  began  in  the  North- 
east over  four  years  ago. 

In  Connecticut  and  New  York  and  so  many  other  States,  the  con- 
struction trades,  in  particular,  are  suffering  from  high  unemploy- 
ment rates.  Reaching  up  to  50  percent  in  some  cases.  And  any  eco- 
nomic recovery  plan  which  addresses  job  creation  through  the 
trades  will  be  welcome  news  to  the  thousands  of  folks  who  are  now 
collecting- unemployment  in  my  State  and  across  this  country. 

The  statistics  point  out  an  undeniable  fact.  We  are  not  only  fail- 
ing to  address  important  short-term  economic  problems  that  afflict 
our  States  and  communities,  but  we  have  failed  to  invest  in  the 
basic  infrastructure  that  any  nation  has  to  have  to  be  able  to  create 
and  sustain  long-term  growth  and  the  jobs  and  the  prosperity  that 
flow  from  them. 

Our  economic  and  our  structural  infrastructures  are  crumbling 
and  unmet  needs  in  both  areas  stretch  into  the  hundreds  of  billions 
of  dollars. 

We  really  cannot  wait  for  the  economy  to  turn  around  on  its  own. 
It  appears  that  is  not  going  to  happen.  Overall,  the  country  contin- 
ues to  lose  jobs  at  an  alarming  rate.  As  the  recession  grinds  on, 
businesses  are  cutting  employees  and  thousands  of  layoffs  are  im- 
pending. 
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Let  me  just  mention  last  week  in  Connecticut  to  you.  In  one  day, 
one  company  notified  more  than  6,700  people  that  they  were  going 
to  lose  their  jobs.  And  this  picture  is  not  going  to  improve  unless 
we  do  something  about  it. 

The  reason  that  Congresswoman  Lowey  and  I  are  here  today  is 
that  our  work  together  has  shown  part  of  the  solution  to  creating 
the  thousands  of  new  jobs  that  we  need  can  be  found  in  the  task 
of  rebuilding  our  Nation's  environmental  infrastructure. 

Over  the  course  of  the  last  Congress,  Nita  and  I  worked  together 
very  closely  with  a  strong  and  an  interested  coalition  of  business, 
labor  and  environmental  groups,  groups,  I  might  add  that  normally 
do  not  coalesce  around  issues,  they  normally  need  three  rooms  in 
which  for  folks  to  meet,  and  they  were  all  meeting  in  the  same 
room  with  us. 

We  met  to  craft  legislation  that  would  permit  our  communities 
to  meet  pressing  environmental  infrastructure  needs,  to  leverage 
opportunities  for  growth  and  to  create  jobs. 

The  bill,  which  is  H.R.  5070,  which  we  are  going  to  reintroduce 
later  this  month,  revitalizes  the  Clean  Water  Act's  State  revolving 
loan  fund,  and  the  national  estuary  program. 

But  the  reason  that  labor  and  business  and  environmental 
groups  joined  in  support  of  the  legislation  is  simple,  and  that  is 
that  good  environmental  infrastructure  policy  makes  for  good  eco- 
nomic policy.  For  every  billion  dollars  spent  on  environmental  in- 
frastructure, it  creates  up  to  5,700  new  jobs  and  these  are  just  jobs 
during  the  construction  phase. 

The  short-term  jobs  turn  into  long-term  prosperity  that  come 
with  the  kind  of  sustainable  growth  only  possible  if  we  first  act  to 
meet  these  basic  infrastructure  needs. 

What  became  very  clear  quickly,  is  that  as  much  as  infrastruc- 
ture was  important  to  long-term  economic  vitality,  it  could  be  the 
stimulus  for  short-term  job  creation,  so  that  the  concept  behind 
H.R.  5070  could  be  quickly  and  directly  applied  to  trying  to  create 
jobs  immediately. 

In  order  to  be  effective  at  what  we  wanted  to  try  to  do,  is  to  in- 
corporate existing  proven  mechanisms  for  job  creation  and  not 
reinvent  an  entire  new  structure. 

Nita  and  I  will  introduce  the  legislation  later  today. 

As  it  has  been  pointed  out,  the  plan  would  use  the  State  revolv- 
ing fund  program  and  give  it  a  one-year  $3  billion  infusion  of  funds 
to  jump-start  job  creation  while  maintaining  a  needed  focus  on 
long-term  environmental  infrastructure  needs. 

The  legislation  also  provides  an  additional  $300  million  to  the 
Farmers  Home  Administration  programs  used  to  fund  the  Clean 
Water  Act  and  the  Safe  Drinking  Water  Act  for  small,  disadvan- 
taged communities. 

The  legislation  is  really  crafted  to  assure  that  the  funds  provided 
are  translated  into  real  jobs  this  year.  It  requires  States  to  fund 
ready-to-go  infrastructure  projects  that  will  have  people,  working 
in  a  matter  of  months. 

Nita  mentioned,  and  I  will  point  out  to  you,  what  we  put  to- 
gether by  the  end  of  last  year.  This  is  about  400  or  500  projects 
now  ready  to  go  in  just  the  coastal  States.  It  is  not  nearly  what 
could  be  available  nationwide.  It  is  designed  to  be  folded  into  a 
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larger  effort  that  would  be  put  together  by  this  committee  and  the 
Administration  to  forge  an  economic  stimulus  package  and,  obvi- 
ously, it  is  our  view  we  need  to  work  on  this  and  bring  economic 
aid  and  immediate  jobs  for  working  families. 

Let  me  just  say  in  conclusion  that  the  challenge  to  this  commit- 
tee and  to  the  Congress  and  to  the  President  is  to  move  boldly  and 
quickly,  to  do  something  about  long-term  unemployment.  I  have  to 
tell  you  that  we  in  Connecticut,  we  don't  have  more  time  for  stud- 
ies, for  extensive  commissions  and  reports,  we  know  what  the  prob- 
lem is,  it  is  a  lack  of  jobs.  And  that  is  what  the  issue  is,  what  we 
are  trying  to  address  m  this  legislation  and  to  try  to  find  some  sort 
of  a  solution. 

Mr.  Chairman,  I  thank  you  for  the  opportunity  of  being  here  this 
morning,  and  I,  along  with  my  colleague  from  New  York,  we  make 
a  plea  to  all  of  you  to  move  quickly,  like  the  Public  Works  and 
Transportation  Committee  did  in  the  last  session  of  Congress,  to 
bring  some  relief  to  people  in  this  Nation  who  are  truly  hurting 
and  looking  to  us  for  leadership,  and  this  country  is  looking  to  us 
for  leadership  to  turn  this  economy  around. 

Thank  you  very,  very  much  for  your  kind  consideration,  Mr. 
Chairman.  I  will  he  happy  to  answer  any  questions  you  might 
have. 

Mr.  Wise.  I  thank  both  of  you  for  your  appearance  here,  and  for 
this  legislation.  I  am  a  big  advocate  of  water  and  sewer  construc- 
tion, and  it  seems  to  me  in  a  quick  economic  package  that  is  some- 
thing that  could  be  on  the  street  fairly  quickly. 

I  think  every  community  has  projects  that  are  backed  up  and  sit- 
ting on  the  shelf.  The  engineering  has  been  done,  the  analysis  has 
been  done,  they  are  ready  to  go  if  they  can  get  the  funding  for  it. 
I  know  that  is  true  in  my  State  and  certainly  every  State  I  have 
had  any  contact  with. 

I  would  turn  to  the  gentlewoman  from  New  York  for  any  ques- 
tions she  may  have. 

Ms.  MOLINARI.  Thank  you. 

I  want  to  thank  our  colleagues  for  coming  before  the  Subcommit- 
tee today.  I  have  to  note,  Rosa,  when  you  said  it  is  unusual  for 
labor,  management  and  environmentalists  to  get  together  in  the 
same  room,  we  had  a  similar  experience  yesterday  when  Repub- 
lican and  Democratic  governors  came  to  the  same  table.  And  when 
it  seems  we  are  talking  about  Federal  money,  they  can  all  agree 
on  how  they  want  it  spent.  So  it  is  not  a  terrific  phenomenon. 

I  w£int  to  thank  you  for  your  testimony.  I  disagree  on  a  few  cer- 
tain points.  I  do  believe  we  are  on  the  edge  of  an  economic  recovery 
and  housing  starts  that  have  been  flat  for  1992  are  showing  us  we 
are  about  to  get  back  on  our  feet.  Nonetheless,  it  has  not  been  ac- 
companied by  serious  job  growth  in  any  area  of  the  country  and 
most  specifically  the  Northeast.  In  facing  a  deficit  and  in  facing  the 
difficult  decisions  we  have  to  make,  we  must  identify  projects  that 
might  jump-start  the  economy  and  may  create  jobs.  Projects,  that 
if  nothing  else,  will  provide  valuable  environmental  infrastructure 
improvements  so  that  it  is  always  going  to  be  a  net  gain  in  terms 
of  the  monies  we  put  in. 
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And  the  project  you  described  does  that,  that  it  is  not  just  jobs 
for  jobs  sake,  it  is  a  project  that  desperately  needs  to  be  done,  and 
we  have  several  of  those  throughout  our  Nation. 

Just  as  an  aside,  the  National  Governors  Association  did  come 
forward  and  present  their  case  yesterday,  and  as  part  of  their  plan 
they  endorse  fully  funding  ISTEA,  but  they  also  endorsed  the 
Clean  Water  Act  and  making  some  of  these  infrastructure  improve- 
ments through  the  State  revolving  fund  as  you  suggested  today. 

So  you  have  the  unanimous  support  of  the  Nation's  Governors 
behind  the  ideas  you  are  proposing,  so  I  appreciate  your  testimony. 
I  know  you  both  have  spent  an  awftil  lot  of  thoughtful  work  in  put- 
ting this  proposal  together,  and  representing  the  district  that  I  do, 
I  can  certainly  sympathize  with  your  concerns. 

Mr.  Wise.  I  recognize  the  full  committee  Chairman  for  any  re- 
marks, questions  he  might  have. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  thank  both  Nita  and  Rosa  for  their  very  fine  testimony. 

I  am  wondering,  are  there,  given  the  fact  we  want  to  move  this 
very  quickly  and  get  those  jobs  out  there,  the  criteria  has  generally 
been  within  90  days.  You  say  there  is  an  adequate  backlog  sitting 
on  the  shelves  of  local  and  State  government.  Do  you  envision  any 
tnmcating  or  waiver  of  any  environmental  impact  report,  environ- 
mental impact  statement,  any  other  requirements  that  would,  that 
are  normally  in  the  process?  And  if  they  are  not  to  be  truncated 
or  waived,  how  do  we  know  how  much  in  programs  or  projects  we 
have  ready  to  go  within  90  days? 

Is  that  something  that  the  AIWS  study  might  tell  us  or  give  me 
some  guidance?  Because  every  time  I  talk  about  programs  ready  to 
go,  I  keep  getting  the  response,  we  want  more  specificity. 

So  is  there  something  you  could  provide  us  to  give  us  that  punch 
that  says,  yes,  these  are  rolled  up  plans  on  shelves,  ready  to  go? 

Ms.  DeLauro.  Certainly,  Mr.  Chairman,  we  can  provide  that  in- 
formation about  the  list  of  projects  that  have  been  compiled  and 
find  out  if  they  are — and  get  any  additional  information  that  you 
might  need.  About  eighty  percent  of  the  States  have  a  State  revolv- 
ing fund. 

As  you  know,  the  process  is  that  the  State  makes  the  selections 
based  on  their  amount  of  funding  and  these  are  often  projects  that 
may  have  gone  through  a  process  already  but  without  the  benefit 
of  having  the  financial  resources. 

But  what  we  can  do  is  get  a  look  at  those  that  have  been  listed 
and  find  out  which,  in  fact,  have  been  through  the  various  proc- 
esses so  that,  in  fact,  they  are  absolutely  ready  to  go. 

Mrs.  LOWEY.  Just  to  add  to  that,  Mr.  Chairman,  our  bill  waives 
the  20  percent  matching  funds. 

The  Chair.  I  was  going  to  ask  about  that.  What  about  the  20 
percent,  because  there  are  many  localities  and  States  that  don't 
have  the  20  percent  to  match? 

Mrs.  LowEY.  In  fact,  in  compiling  the  list  of  projects  and  in  talk- 
ing to  people  and  using  this  coalition,  which  is  so  exciting,  just  to 
digress  for  one  second,  and  to  emphasize  Rosa's  point  that  it  is  so 
unique  that  New  York  and  Connecticut  and  States  around  the 
country,  to  have  the  environmentalists  and  the  business  commu- 
nity, the  developers,  and  the  labor  representatives  sitting  in  one 
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room  and  forging  a  powerful  coalition  to  support  this  bill.  We  all 
know  how  difficult  that  is. 

And  one  of  the  problems  that  we  have  identified  is  that  the 
States  are  in  such  dire  economic  straits  that  the  20  percent  match 
was  a  real  difficult  factor.  So  that  we  have  included  in  this  bill  a 
waiving  of  the  20  percent  match. 

The  other  thing  we  have  included  for  small  communities  is  the 
authorization  for  the  States  who  are  going  to  be  administering  this 
program  to  provide  90  percent. 

The  Chair.  Under  the  RDA  program? 

Mrs.  LOWEY.  Precisely,  for  the  smaller  communities. 

The  Chair.  Let  me  ask  you  on  that,  it  seems  to  me  there  are  two 
pieces  of  what  we  are  looking  at:  One  is  in  terms  of  a  long-term 
investment  program,  in  terms  of  infrastructure,  transportation,  et 
cetera,  that  bring  us  productivity  benefits  over  a  long  period  of 
time.  The  other  piece  of  it  is  a  short-range  economic  stimulus  pro- 
gram. 

Is  your  20  percent  waiver  as  its  relates  to  the  economic  stimulus 
or  also  as  it  relates  to  the  long-term  investment  program  or  do  you 
not  make  a  distinction  between  short-term  stimulus  versus  long- 
term  investment? 

Mrs.  LowEY.  Let  me  be  specific  with  that  and  I  am  sure  Rosa 
could  comment,  too. 

The  Long  Island  Sound  is  in  our  community  and  there  are  simi- 
lar estuaries  around  the  country.  There  is  a  constant  battle,  as  we 
know,  between  economic  development  and  preserving  the  environ- 
ment, preserving  valuable  resources. 

In  the  short-term,  by  upgrading  our  wastewater  treatment 
plants,  we  are  attacking  that  50  percent  unemployment  rate  in  the 
construction  trades  by  putting  them  to  work  and  upgrading  our 
sewage  treatment  plant. 

In  the  long  run,  we  are  providing  for  responsible  growth  in  those 
commxinities  because,  unless  we  upgrade  our  sewage  treatment 
plants  we  cannot  allow  responsible  growth  to  continue. 

So  in  the  short  run,  we  can  provide  jobs,  but  I  think  the  message 
that  we  have  both  emphasized,  we  are  doing  something  that  is  es- 
sential. This  infrastructure  has  been  neglected,  certainly  in  our 
communities.  And  these  projects  throughout  the  country  reflect  the 
fact  that  this  is  something  that  should  be  done. 

In  the  last  10  years,  the  Clean  Water  Act  funds  have  almost  dis- 
appeared. So  we  are  providing  an  essential  infusion  of  funds  to  deal 
with  our  infrastructure  needs.  We  are  providing  a  short-term  stim- 
ulus to  the  economy  by  providing  jobs  in  the  construction  trades, 
and  that  kind  of  multiplier  effect  certainly,  and  in  the  long  run  we 
add  to  economic  growth. 

The  Chair.  And,  then,  let  me  talk  about  your  $5  million  pro- 
gram, though,  you  are  not  differentiating  between  short-term  stim- 
ulus versus  long-term  investment. 

Mrs.  LowEY.  Yes. 

Ms.  DeLauro.  Let  me  just  add,  Mr.  Chairman,  because  I  think, 
to  add  to  what  Nita  said,  the  waiving  of  the  20  percent  is  for  the 
year.  It  is  short-term  to  deal  with  the  stimulus. 

Obviously,  this  has  long-term  implications.  The  further,  in  terms 
of  the  short-term  stimulus,  is  that  the  States  then  have  to  take  a 
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look  at  the  utilization  of  their  regular  SRF  funds  and  are  required 
to  spend  40  percent  of  those  regular  funds  and  40  percent  of  the 
stimulus  funds  within  the  first  six  months.  So  that  we  are  not  just 
dragging  things  around  here;  people  saying  they  have  something  to 
go  and  nothing  is  ready  to  go.  It  is  really  you  use  it  or  lose  it. 

And  then  the  next  benchmark  is,  after  a  year,  you  have  the  addi- 
tional 60  percent  of  your  own  regularly  allocated  SRF  funds  plus 
the  60  percent  of  the  stimulus  funds.  All  of  that  has  to  be  ex- 
pended, 100  percent,  in  that  first  year,  otherwise  the  money  goes 
back  to  the  Treasury. 

This  does  have  the  kind  of— obviously,  it  has  the  long-term  impli- 
cation because  of  the  kinds  and  the  types  of  projects  that  we  are 
working  on.  Otherwise,  as  you  know,  States  get  to  the  point  they 
can't  do  these  things.  You  cannot  separate  storm  and  sanitary  sew- 
ers today,  given  the  resources  that  are  involved  in  doing  that  and 
without  the  effort.  But  if  you  can  make  some 

The  Chair.  That  is  my  point.  Storm,  sewer  or,  let's  say,  a  storm 
line,  storm — we  have  a  combined  sewer  overflow  problem. 

Ms.  DeLauro.  Right. 

The  Chair.  That  may  be  a  quicker  way  to  get  jobs  than  building 
a  water  pollution  control  plant  that  may  be  longer  in  terms  of  con- 
struction. Let's  say  three  years,  compared  to  laying  pipes  that  is 
going  to  be  done  within  a  year. 

I  recognize  that  the  water  pollution  control  plant  is  going  to  have 
long-term  productivity  benefits,  but  maybe  that  is  part  of  a  long- 
term  investment  program  and  not  part  of  a  short-term  stimulus 
program,  unless  it  is  ready  to  go.  I  guess  that  is  my  point. 

I  am  trying  to  make  a  distinction  between  the  short-term  stimu- 
lus that  creates  jobs  and  helps  get  the  economy  nmning,  and  yet 
we  have  other  stories  in  this  morning's  paper  about  whether  or  not 
the  economy  is  rebounding.  Now,  to  me,  I  don't  really  buy  these 
leading  economic  indicators,  if  in  fact  the  economy  hasn't  turned 
around.  You  can  have  all  the  leading  economic  indicators  saying 
technically  the  recession  has  ended,  but  if,  in  fact,  people  are  not 
getting  back  to  work,  if  jobs  are  not  being  created,  then  the  LEI's 
to  me  don't  mean  that  much. 

So  what  I  am  trying  to  do  is  say,  yes,  Mr.  President,  we  need  a 
short-term  stimulus  program.  You  have  talked  about  20  billion. 
Governor  Ben  Nelson  of  Nebraska  says  we  may  be  talking  about 
$10  bilhon,  $20  biUion,  $30  biUion  range,  and  I  guess  what  I  am 
trying  to  say  is  I  want  to  make  sure  that  what  we  do  in  the  short- 
term  creates  jobs  quickly,  gets  the  jobs  started,  and  then  as  the 
economy  rebounds,  then  we  will  go  to  the  traditional  funding  mech- 
anism, et  cetera,  that  we  have,  whether  ISTEA  or  State  revolving 
funds,  underwater  pollution  control  issues  or  other  programs. 

Ms.  DeLauro.  That  is  essentially  how  this  was  designed,  Mr. 
Chairman.  It  is  a  year.  It  is  a  year  infusion  of  $3  million  to  get  us 
off  the  ground  and  the  300  miUion.  That  is  to  try  to  get  some  sense 
of  where  we  come  out  at  the  end  of  that  year.  And  through  a  prov- 
en mechanism,  something  that  is  already  in  place  and  ready  to  go. 

The  Chair.  I  am  convinced.  I  just  want  to  thank  you  for  the  time 
and  effort  and  thoughtfulness  you  have  put  into  this  suggestion. 

Mrs.  LowEY.  We  thank  you  very  much  for  giving  us  this  oppor- 
tiuiity. 


432 

Mr.  Wise.  The  gentleman  from  Arkansas,  Mr.  Hutchinson,  any 
questions?  I  would  also  point  out  we  have  plenty  of  opportunity — 
are  you  all  running  right  now? 

Mr.  Hutchinson.  Will  you  stay  for  another  question? 

Ms.  DeLauro.  Oh,  sure.  Absolutely. 

Mr.  Wise.  I  would  report  to  the  committee  we  have  several  other 
Members  waiting  to  testify  and  we  have  plenty  of  opportunity  to 
ask  questions  and  a  lot  of  good  ideas  coming. 

Mr.  Hutchinson.  I  will  be  very  brief.  Thank  you,  Mr.  Chairman. 

Ms.  DeLauro.  We  will  try  to  be  brief. 

Mr.  Hutchinson.  As  a  freshman  who  was  elected,  along  with  my 
colleagues,  in  an  atmosphere  in  which  this  institution  was  held  up 
for  ridicule  because  of  some  of  the  kinds  of  projects  we  have  funded 
in  the  past;  with  that  in  mind,  if  you  accept  the  proposition  the  in- 
frastructure needs  to  be  rebuilt,  and  I  do  accept  that;  and  if  you 
accept  the  assumption  that  in  order  to  have  any  kind  of  economic 
stimulation  it  has  to  be  done  quickly,  like  in  the  60  to  90  day  cat- 
egory, and  I  accept  that;  and  if  you  accept  the  assumption  that  that 
can  be  accomplished,  which  I  think  is  a  little  more  debatable;  but 
with  those  assumptions  in  mind,  is  there  a  risk,  do  you  feel,  in  us 
falling  into  the  trap  of  funding  programs  that,  given  more  time  and 
greater  scrutiny  we  might  find  do  not  have  merit  or  are  not  justifi- 
able? And  if  that  is  a  danger,  how  do  we  avoid  doing  that? 

Mrs.  LOWEY.  Well,  first,  let  me  say  that  these  projects  that  we 
have  compiled  have  been  on  the  shelves  and  they  are  on  a  list. 
They  are  projects  that  have  been  evaluated  by  the  appropriate 
State  agencies. 

I  feel  very  strongly,  and  we  responded  to  Chairman  Mineta  be- 
fore, that  although  these  projects  to  be  approved  in  part  of  this  eco- 
nomic stimulus  package  must  bring  with  it  an  immediate  infusion 
of  resources  to  create  jobs,  they  have  to  have  merit  in  the  long  run. 
We  don't  want  to  just  operate  quickly  and  pull  these  projects  out 
unless  they  are  performing  a  vital  service. 

So  these  projects  have  been  evaluated  and  certainly,  from  my 
perspective,  as  a  Member  of  this  Congress,  I  take  full  responsibil- 
ity. I  would  assume  every  member  of  this  committee  takes  full  re- 
sponsibility for  the  evaluation  of  these  projects  to  be  sure  that  they 
are  real  and  that  they  can  do  the  job,  that  they  can  create  jobs  and 
that  they  have  benefit  in  the  long  run. 

Ms.  DeLauro.  The  State  revolving  funcj  program,  I  think,  has 
been  regarded  as  having  been  highly  successful  in  tr5dng  to  raise 
the  level  of  water  quality  in  the  United  States.  I  think  it  gets  very 
high  marks  all  around  for  the  way  in  which  it  has  worked,  the  co- 
operative effort  between  the  State,  local  and  Federal  Government, 
so  that,  in  fact.  States  can  proceed  with  some  projects  that  they  are 
in  need  of  and  yet  cannot  pick  up  the  whole  tab  themselves. 

So  that  the  program  itself  is  one  that  is  highly  regarded  nation- 
ally and  one  that  ought  to,  and  one  that  ought  to  continue.  And  the 
State  will  make  determinations  on  those  programs  that  they  feel 
could  go  forward  and  give  them  the  best  opportunity  for,  one,  creat- 
ing economic  activity  and  also  addressing  a  need  in  terms  of  water 
quality. 

So  that  I  think  we  have  a  proven  system  here.  You  are  never 
going  to  be  100  percent  foolproof  that  something  is  the  best  or  it 
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is  less  than  the  best,  but  as  I  say,  we  have  a  tried-and-true  system 
here. 

We  also  have  a  mechanism  within  this  bill,  which  I  mentioned 
before,  that  allows  us  to  take  a  look  at  whether  or  not  the  project 
is  going  forward,  it  is  doing  what  it  says  it  is  going  to  do,  and  we 
can  stop  funding  at  a  six  month  level  or  money  that  is  not  used 
is  going  to  go  back  to  the  Federal  Treasury.  So  you  have  two  bench- 
marks in  addition  to  a  project  and  a  program  that  has  dem- 
onstrated success. 

Mr.  Hutchinson.  Thank  you,  Mr.  Chairman. 

Ms.  DeLauro.  Thank  you. 

Mr.  Wise.  I  thank  you  the  gentleman  from  Arkansas  and  thank 
our  panel  very,  very  much. 

Mrs.  LowEY.  Thank  you. 

[The  prepared  statements  of  Representatives  Lowey  and 
DeLauro  follow:] 

Statement  of  Hon.  Nita  M.  Lowey 

Mr.  Chairman,  I'd  like  to  request  that  my  full  written  statement  be  included  in 
the  record.  I  want  to  thank  you  and  the  members  of  this  subcommittee  for  providing 
my  colleague  from  Connecticut  and  me  the  opportunity  to  appear  before  you  to  dis- 
cuss the  role  that  investments  in  our  Nation's  infrastructure  can  play  in  restoring 
growth  to  our  economy.  I  want  to  compliment  you  for  organizing  this  timely  series 
of  hearings  and  I  look  forward  to  working  witn  you  on  measures  that  can  get  our 
economy  moving  again. 

More  than  a  year  ago,  Rosa  DeLauro  and  I  joined  forces  to  press  for  a  national 
strategy  on  environmental  infrastructure  that  would  enable  the  United  States  to  re- 
gain its  economic  edge  while  protecting  the  environment  and  improving  our  quality 
of  life.  We  focused  our  efforts  on  sewage  treatment  plants  and  other  clean  water  in- 
frastructure, because  our  Nation  faces  an  estimated  130  billion  dollars  in  unmet 
wastewater  treatment  needs.  Without  adequate  Federal  aid,  this  burden  will  wreck 
State  and  municipal  budgets,  cripple  local  economies,  and  rob  our  waterways  of 
their  environmental  and  economic  vitality. 

But  in  the  midst  of  this  dire  need  Ues  an  unprecedented  opportunity.  The  very 
investments  that  are  needed  to  upgrade  our  environmental  facilities  can  also  expand 
the  economic  horizons  of  our  communities.  At  a  time  when  the  national  unemploy- 
ment rate  remains  at  7.3  percent,  investments  in  modernizing  sewage  treatment 
plants  can  create  tens  of  thousands  of  jobs  in  the  short-term  and  provide  the  capac- 
ity for  years  of  economic  expansion.  These  expenditures  are  possible,  however,  only 
with  substantial  Federal  aid.  The  time  to  invest  is  now,  and  for  the  first  time  in 
years,  we  have  an  administration  that  understands  what  these  investments  can 
mean  for  our  economy  and  our  communities. 

As  you  all  know.  President  Clinton  has  announced  his  plans  to  offer  an  economic 
stimulus  package  that  features  increased  investments  in  the  Nation's  infrastructure. 
We  would  like  to  take  this  opportunity  to  share  with  the  committee  our  proposal 
for  maximizing  the  economic  and  environmental  impact  of  these  investments.  The 
measure,  which  we  plan  to  introduce  later  today,  utilizes  existing  mechanisms  to 
provide  rapid  funding  to  states  for  projects  that  can  begin  putting  our  Nation  back 
to  work. 

The  best  strategies  for  investing  in  our  economy  are  not  "lying  all  over  Washing- 
ton," but  instead,  line  the  shelves  of  State  capitols  and  town  halls  all  across  the  Na- 
tion. An  economic  stimulus  package  must  focus  on  ready-to-go  projects  that  are  part 
of  regional  strategies  designed  to  promote  long-term,  environmentally  sustainable 
growth.  The  Clean  Water  Act's  [CWA]  planning  requirements  offer,  perhaps,  the 
best  means  for  targeting  Federal  dollars  toward  productive,  environmentally  sound 
infrastructure  projects. 

To  that  end,  our  legislation  would  provide  in  fiscal  year  1993  $3  billion  in  new 
funding  to  the  Clean  Water  Act's  [CWA]  State  Revolving  Loan  Fund  [SRF]  Program 
and  an  additional  $300  million  to  the  Rural  Development  Administration's  [RDA] 
Water  Pollution  Control  Grant  Program. 

These  two  programs  are  well  suited  to  a  stimulus  package,  because  they  offer 
proven  mechanisms  for  delivering  Federal  assistance  to  communities  seeking  to  ex- 
pand their  economies  while  protecting  their  natural  resources.  Under  the  Clean 
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Water  Act,  States  all  across  the  Nation  have  already  identified  existing  needs  and 
planned  projects  that  only  lack  adequate  funding  in  order  to  begin.  The  RDA's 
Water  Pollution  Control  Program  provides  assistance  to  niral  communities  that  can- 
not effectively  use  the  SRF  Program. 

In  order  to  illustrate  how  easily  and  quickly  these  funds  could  begin  putting 
Americans  back  to  work,  we  have  brought  with  us  a  compilation  of  several  hundred 
water  pollution  control  projects  from  across  the  country  that  could  begin  within  90 
to  180  days.  This  list  represents  only  a  fraction  of  the  projects  that  are  ready-to- 
go. 

To  ensure  that  our  legislation  quickly  translates  into  new  jobs,  the  bill  establishes 
special  requirements  to  mandate  rapid  obligation  of  SRF  funds.  For  example,  in 
order  for  States  to  receive  additional  funding  for  their  revolving  funds,  they  must 
already  have  made  commitments  to  obligate  a  substantial  portion  of  previously  ap- 
propriated fiscal  year  SRF  funds.  We  worked  closely  with  the  States  of  New  York 
and  Connecticut  and  a  number  of  national  groups  to  develop  a  workable  mechanism 
for  releasing  these  funds  as  quickly  as  possible.  We  believe  States  can  meet  these 
requirements  and  create  thousands  of  new  jobs  in  the  process. 

Our  legislation  would  raise  Federal  funding  for  the  SRF  Program  approximately 
$2  billion  to  $5  billion,  a  sizable  increase  but  a  necessary  in  light  of  the  massive 
costs  facing  our  communities.  A  study  issued  2  weeks  ago  by  the  Water  Pollution 
Control  Administrator's  [ASIWPCA]  noted  that  the  current  level  of  funding  for  clean 
water  projects  is  less  than  half  the  amount  authorized  by  the  original  Clean  Water 
Act  of  1972.  And  yet  our  needs  today  are  many  times  greater  than  they  were  two 
decades  ago. 

That  study,  which  surveyed  the  water  pollution  control  needs  of  all  50  States, 
called  for  annual  funding  levels  of  $5  billion  over  the  next  4  years  to  help  States 
meet  these  enormous  costs.  The  study  also  found  that  funding  the  SRF  at  that  level 
could  generate  350,000  new  jobs  each  year.  Our  legislation,  which  raises  Federal 
support  for  the  SRF  to  $5  billion,  would  enable  us  to  meet  that  need  this  year  and 
provide  a  powerful  stimulus  to  our  still-lagging  economy.  Mr.  Chairman,  I  request 
that  a  three-page  summary  of  the  study  be  included  in  the  record. 

The  bill  we  are  presenting  today  is  the  short-term  component  of  a  long-range 
strategy  for  strengthening  our  environmental  infrastructure,  creating  a  foundation 
for  sustainable  economic  growth,  and  protecting  our  natural  resources.  Later  this 
year,  we  plan  to  re-introduce  H.R.  5070,  a  7-year  reauthorization  of  clean  water 
funding  programs  that  would  provide  our  communities  the  assistance  they  need  over 
the  long  term  to  tackle  our  infrastructure  needs  and  capitalize  fully  on  the  economic 
benefits  of  these  investments. 

H.R.  5070,  which  last  year  was  cosponsored  by  50  members  of  the  House,  has  re- 
ceived unprecedented  support  from  a  coalition  of  labor,  business,  and  environmental 
groups,  working  to  increase  Federal  support  for  upgrading  our  Nation's  wastewater 
infrastructure.  These  diverse  groups  agree  that  our  long-term  strategy  for  infra- 
structure investment  must  emphasize  projects  developed  under  the  Clean  Water 
Act's  planning  mechanisms,  including  the  National  Estuary  Program,  the  Nonpoint 
Source  Pollution  Control  Program  and  other  efforts. 

Mr.  Chairman,  there  is  a  growing  consensus  in  Congress  suad  the  Nation  that  in- 
vestments in  our  infrastructure  can  increase  American  economic  performance  and 
improve  our  quality  of  life.  We  believe  that  properly  targeted  investments  in  envi- 
ronmental, infrastructure  can  maximize  those  benefits,  while  at  the  same  time  pre- 
serving our  natural  resources. 

I  would  like  to  conclude  by  thanking  the  chairman  and  the  members  of  the  sub- 
committee for  this  opportunity  to  outUne  our  legislation.  Working  with  the  Clinton 
administration,  the  103d  Congress  must  develop  a  package  of  proposals  that  will 
spur  our  economy  forward  and  lay  a  foundation  for  long-term  proi^erity.  We  look 
forward  to  working  with  you  on  this  critical  task  and  would  be  glad  to  answer  any 
questions. 
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Asaociation  of  Slate  and  Interstate 
Water  Pollution  Control  Adtninistrators 
750  First  St.,  NE.  Suite  910.  Washington.  DC  20002 
A    S    I    W    P   C    A  (202)  898-0905  •  Fax  (202)  898-0929 

January  22,  1993 

The  Honorable  Max  Baucus 

Chairman 

Senate  Environment  and  Public  Works  Commiace 

458  Dirfcscn  Senate  Office  Building 

Washington,  DC  20510 

Dear  Chairman  Baucus: 

In  response  to  your  request  for  information  relative  to  the  short  term  needs  of  the  State  Revolving  Loan 
Fund  (SRF)  for  supplemental  funds,  the  Association  of  State  and  Interstate  Water  PoUuiion  Cor/j-ol 
Administrators  (ASIWPCA)  has  surveyed  the  50  States.  ASIViTCA  found  that  there  arc  overSlO  Billion 
ready  to  proceed  projects  currendy  on  line  that  could  benefit. 


ADDITIONAL  SRF  FUNDS  THAT  COULD  BE  USED  (S  NnLLIONS) 

—  1993  1994  TOTAL 

Traditional  Needs:  (wastewater  plants, 
interceptors,  collectors,  combined  sewer 
overflows,  etc.)  $3,938  S3.741  S7.679 

Other  States*  345  483  828 

TOTAL:  40  REPORTING  STATES  $4^3  $4,224  $8,507 

TOTAL  ESTIMATED  FOR  SO  STATES  AND  TERRITORIES  $10  Billion 

*  Alaslu,  Aikansas,  Iowa,  Monuni,  and  North  Dakota  can  satisfy  projects  that  are  ready  to  go  on  the  SRF  priority 
list  for  traditionally  eligible  needs  if  SRF  fimding  continues  at  FY  1993  levels.   But,  they  could  use  the  indicated 
fiinds  if  they  were  able  to  eliminate  Title  11  requirements  and  provide  principal  subsidies  for  water  supply  or 
wastewater  for  small  hardship  communities  or  Native  Tribes.    Rhode  Island  reported  in  this  category,  as  well  as 
for  traditional  needs.  NOTE:  While  the  other  States  where  irot  asked  to  provide  such  information,  their  abiliry  to 
us«  funds  for  non-traditional  eligibilities,  if  flexibility  were  allowed,  would  substantially  increase  the  fundine 
levels  reported  above. 


Coupled  wjth  other  ASIWPCA  and  USEPA  infoimation,  the  survey  data  indicates  that  the  SRF  should 
be  appropriated  at  the_$5  Billion  level  in  FY  1994-97.  as  originally  authorized  by  the  1972  Act.  This  does 
not  accouiu  for  inflation  or  increased  mandates  un3er  the  1987  Act.  It  has  been  clearly  documented  that 
the  SRF  is  the  best  mechanism  for  promoting  construction  of  effective  environmental  infrastructure.  It 
is  unique  in  its  ability  to  provide  funding  and  jobs,  with  $5  Billion  generating  up  to  350,000  jobs  annually 
and  over  2-5  times  that  investment  over  time. 

Short-Term:  Tht  over  $10  Billion  in  additional  projects  "ready  to  go"  for  1993  and  1994  would  enhance 
protection  of  America's  waters.  In  providing  supplemental  funds,  however.  Congress  needs  to  assure  that 
funds  are  accompanied  by  the  following  reforms,  so  that  States  can  expedite  obligations: 

1)    Due  to  deficits,  States  are  unable  to  match  a  supplemental. 
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2)  Purchase  of  land/cascmcnts  should  be  eligible.  Rssaictions  on  funding  collectors  and  combined  sewer 
overflows  should  be  eliminated. 

3)  Limitations  on  refunding/refinancing  and  cash  pavincnts  should  be  eliminated. 

4)  States  should  be  able  to  extend  repayment  periods  and  blend  principal  subsidies  with  loans  for  small 
hardship  communides.  Smaller  projects  should  be  exempt  from  Federal  requirements. 

5)  Grant  projects,  created  by  the  Bush  Administration  at  the  SRF's  exf)ense,  should  not  continue. 
"Special  treatment  for  non-compliance"  fuels  a  feeding  frenzy  among  city  lobbyists  that  is  inequitable 
and  threatens  the  very  core  of  the  SRF.  The  multitude  of  municipalities  who  accepted  their 
responsibilities  are  being  penalized. 

6)  States,  whose  projects  "ready  to  go"  can  be  satisfied  by  continuing  existing  funding  levels,  should  be 
able  to  fund  water  supply  projects  and  eliminate  Title  H  and  other  Federal  requirements. 

Lone-Run:  Municipalities  arc  the  largest  single  source  of  water  pollution.  The  nation's  wastewater 
treatment  needs  documented  by  the  States  and  USEPA  exceed  j  130  Billion.  Once  the  1987  Act 
requirements  are  reflected  in  facility  plans,  they  arc  likely  to  be  over  S200  Billion.  Tne  SRF.  with  its 
leveraging  potential,  offers  the  only  viable  national  vehicle  for  meeting  that  need.  It  has  been  successful 
in  the  50  States.  While  the  Act  envisioned  a  6  year  S8.4  Billion  capitalization  to  be  phased  out  in  FY94. 
Congress  continues  the  program  because  of  its  effecdveness.  States  can  tailor  SRFs  to  meet  local  needs, 
building  projects  cheaper  and  50%  faster.  In  contrast,  with  55-75%  Federal  grants,  cities  face  a  plethora 
of  nationally  prescriptive  requirements  that  increase  costs,  delay  projects,  discourage  local  initiative  and 
often  reward  non-compliance^  In  providing  long  term  funding,  the  following  needs  to  be  considered  in 
addition  to  the  above  reforms  as  outlined  in  ASIWPCA  testimony: 

*  Problems  States  are  encountering  in  providing  a  20%  match, 

•  Simplification  of  Federal  requirements, 

*  Broad  flexibility  to  extend  repayment  periods,  and 

•  Elimination  of  the  4%  restriction  on  funds  for  State  administration. 

The  Association  appreciates  this  opportunity  to  rescind  to  your  request  Please  contact  me  if  you  have 
any  questions  or  further  needs. 


Sincerely,  ^ 


Executive  Director 


Roberta  (Robbi)  Savage  /7 


cc:  Jeff  Peterson 

ASIWPCA  Membership 
Michael  Quigley 


Attacbment:    State  Funding  and  Project  Data 
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A    S    I    W    P  C   A 


Association  of  Stale  and  Interstate 

Water  Pollution  Control  Administrators 

750  First  St..  NE.  Suite  910.  Washinpon.  DC  20002 

(202)  898-0905  •  Fax  (202)  893-0929 


ADDITIONAL  SRF  FUNDS  THAT  COULD  BE  USED  FOR  PROJECTS  DOCUMENTED  AND  READY  TO  GO 

(For  Currently  Eligible  Needs  fVVastewater  Plants,  Interceptors,  Collector  Systems,  Combined  Sewer  Overflows, 

Stormwater  or  Nonpoint  Source  Control,  etc.)  --  except  where  iruiicated  by  "'"] 

(S  MILLIONS) 


ALABAMA 

ARKANSAS' 

CALIFORNIA 

COLORADO 

CONNECTICUT 

DELAWARE 

FLORIDA 

GEORGL\ 

IDAHO 

ILLINOIS 

IOWA' 

KANSAS 

LOUISIANA 

MAINE 

MARYLAND 

MICHIGAN 

MINNESOTA 

MISSISSIPPI 

MONTANA* 

NEW  HAMPSHIRE 

NEW  JERSEY 

NEW  MEXICO 

•NEW  YORK 

NORTH  DAKOTA* 

OHIO 

OKLAHOMA 

PENNSYLVANM. 

RHODE  ISLAND 

SOUTH  CAROLINA 

SOUTH  DAKOTA 

TENNESSEE 

TEXAS 

UTAH 

VERMONT 

VIRGINIA 

WASHINGTON 

WEST  VIRGINL^. 

WISCONSIN 


1993 

49 

63 

25 

371 

19 

146 

90 

200 

95 

19 

214 

20 

3 

16 

100 

41 

16 

26 

20 

57 

280 

20 

180 

172 

ni 

37 

128 

29  +  45' 

156 

25 

50 

320 


200 
790 
49 
82 


1994 


TOTAL 


TOTAL:  40  STATES  REPORTING       $4,283 

ESTIMATED  TOTAL  FOR  50  STATES  AND  THE  TERRITORIES 


49 

63 

126 

175 

200 

385 

756 

200 

219 

225 

371 

42 

132 

400 

600 

40 

135 

21 

40 

- 

214 

20 

40 

20 

23 

17 

33 

200 

300 

317 

317 

100 

141 

173 

189 

15 

41 

28 

4S 

120 

177 

140 

420 

12 

32 

277 

457 

172 

344 

100 

222 

29 

66 

33 

161 

18  -H  25* 

47  ■(-  70* 

116 

272 

12 

37 

50 

100 

- 

320 

22 

22 

18 

26 

300 

500 

197 

987 

30 

79 

112 

194 

$4,224 

S8,507 

RITORIES: 

OVER  $10  BILUON 

*  These  Slates  do  not  have  projects  "ready  to  go"  on  SRF  priority  lists  for  traditionally  eligible  needs  that  could  now 
use  supplemental  funds,  but  could  use  the  funds  indicated  if  they  were  able  to  el'uninatc  Title  U  requirements  and  provide 
principal  subsidies  or  zero  interest  loans  for  water  supply  or  wastewater  for  small  hardship  communities  or  Native  Tribes.  NOTE: 
Rhode  Island  has  projects  in  both  categories.  While  the  other  Stales  were  not  asked  to  provide  such  information,  their  abilit^^ 
to  use  funds  in  a  like  manner,  if  flexibility  were  allowed,  could  substantially  increase  the  totals  indicated  above. 
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United  States 
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i3oiii7>.«ooi  nOSA  L  DiLAURO 

STATEMENT  OF  THE  HONORABLE 
ROSA  L.  DeLAURO 

Hearing  of  the  Economic  Development  Subcommittee 

of  the 

Public  WorlES  Committee 

February  3.  1993 

I  would  like  to  thank  the  new  Chainnan  for  convening  this  hearing. 
As  a  former  member  of  the  Subcommittee,  I  know  of  the  interest  the 
entire  membership  of  this  panel  takes  in  addressing  two  pressing 
fundamental  needs  of  our  country  ~  jobs  and  infrastructure.   Both  Nita 
and  I  come  here  with  a  shared  belief  that  nothing  on  the  national  agenda 
is  more  vital  than  taking  immediate  steps  to  deal  with  the  economic 
challenges  our  nation  faces  daily.   This  morning  we  are  excited  about  the 
prospects  of  addressing  both  these  important  problems  with  new 
legislation  we  have  written  that  will  create  jobs  while  building  our 
environmental  infrastructure  and  cleaning  our  environment. 


We  are  still  in  a  time  of  deep  recession  in  many  parts  of  this 
country.   In  my  state  of  Connecticut,  unemployment  —  now  at  7.4%  - 
remams  high.   More  than  200,000  people  in  Connecticut  have  lost  their 
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jobs  since  the  recession  began  in  the  Northeast  over  four  years  ago.    In 
Connecticut,  New  York,  and  so  many  other  states,  the  construction  trades 
in  particular  are  suffering  from  high  unemployment  rates  ••  reaching  50% 
in  some  cases.   Any  economic  recovery  plan  which  addresses  job  creation 
through  the  trades  will  be  welcome  news  to  the  thousands  now  collecting 
unemployment  in  my  state  and  across  the  nation. 

These  statistics  point  out  an  undeniable  fact.   We  are  failing  not 
only  to  address  important  short-term  economic  problems  that  afflict  our 
states  and  communities,  but  we  have  failed  to  invest  in  the  basic 
infrastructure  that  any  nation  must  have  to  be  able  to  create  and  sustain 
long-term  growth  and  the  jobs  and  prosperity  that  come  with  it.    Our 
economic  and  structural  kfrastructures  are  crumbling  and  unmet  needs  in 
both  areas  stretch  into  the  himdreds  of  billions  of  dollars. 

We  cannot  wait  for  the  economy  to  turn  around  on  its  own. 
Overall,  the  coimtry  continues  to  loose  jobs  at  an  alarming  rate.    As  the 
recession  grinds  on,  businesses  are  cutting  employees  and  thousands  of 
layoffs  are  pending.    Last  week  in  Connecticut,  ~  in  one  day  —  one 
company  notified  more  than  6,500  people  that  they  would  loose  their  jobs. 
This  picture  will  not  improve  until  we  act. 
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The  reason  Congresswoman  Lowey  and  I  are  hear  to  today  is  that 
our  work  together  has  shown  us  that  part  of  the  solution  to  creating  the 
thousands  of  new  jobs  we  need  can  be  found  m  the  task  of  rebuilding  our 
nation's  environmental  infrastructure. 

Over  the  course  of  the  last  Congress,  Nita  and  I  worked  together 
with  a  strong  and  interested  coalition  of  business,  labor  and  environmental 
groups  to  craft  legislation  that  would  permit  our  communities  to  meet 
pressing  environmental  infrastructure  needs,  leverage  opportunities  for 
growth,  and  create  jobs.   The  bill,  HR  5070,  which  we  will  be 
reintroducing  later  this  month,  revitalizes  the  Clean  Water  Act's  State 
Revolving  Fund  and  National  Estuary  Program, 

The  reason  that  labor,  business  and  environmental  groups  have 
joined  in  support  of  our  legislation  is  simple:  good  environmental 
infrastructure  policy  makes  for  good  economic  policy.    Every  $1  billion 
spent  on  environmental  infrastructure  creates  ixp  to  57,000  new  jobs.    And 
these  are  just  the  jobs  created  during  the  construction  phase.   These  short- 
term  jobs  turn  into  long-term  prosperity  with  the  kind  of  sustainable 
growth  made  possible  if  we  act  to  meet  these  basic  infrastructure  needs. 
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But  what  became  quickly  clear,  is  that  as  much  as  infrastructure  was 
important  to  long  term  economic  vitality,  it  could  also  be  the  stimulus  for 
short-term  job  creation.   The  conc^  behind  HR  5070  could  be  directly 
and  quickly  applied  to  creating  jobs  immediately.   In  order  to  be 
effective,  any  such  legislation  must  incorporate  existing,  proven 
mechanisms  for  job  creation. 

Nita  and  I  will  be  introducing  such  legislation  later  today,  a  copy  of 
which  —  with  the  chairman's  permission  —  I  would  like  to  include  in  the 
record  of  this  hearing.  This  plan  would  use  the  SRF  program  and  give  it 
a  one  year  infusion  of  fimds  designed  to  jump>start  job  creation  while 
maintaining  a  needed  focus  on  long'term  environmental  infrastructure 
needs.   The  legislation  also  provides  additional  ftmding  to  Farmers  Home 
Administration  programs  used  to  fund  Clean  Water  Act  and  Safe  Drinking 
Water  Act  needs  of  small,  disadvantaged  communities. 

Our  legislation  is  also  crafted  to  assure  that  funds  provided  are 
translated  into  real  jobs  this  year.   The  legislation   requires  states  to  fund 
ready-to-go  infrastrucmre  projects  that  will  have  people  working  in  a 
matter  of  months.   The  legislation  also  provides  a  means  for  all 
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5 
communities,  including  disadvantaged  ones,  to  benefit  from  the  SRF 
program. 

This  legislation  is  designed  to  be  folded  into  any  larger  effort  put 
forward  by  this  Committee  and  by  the  Administration  to  build  an 
economic  stimulus  package.   We  must  act  to  provide  prompt  and  effective 
action  to  bring  economic  aid  and  immediate  jobs  for  our  hard-pressed 
working  families.    We  should  also  assure  that  the  jobs  we  create  produce 
lasting  benefits  to  our  communities  and  our  economy. 

The  challenge  to  this  committee,  to  the  Congress  and  to  the 
President  is  to  move  boldly  and  quickly  to  alleviate  the  suffering  that 
long-term  unemployment  and  economic  uncertainty  has  wrought  on  our 
nation.    In  Connecticut,  there  is  no  time  left  to  squander  on  studies  or 
extensive  hearings.   We  know  what  the  problem  is  -  the  lack  of  jobs. 
We  need  to  identify  a  solution  that  makes  use  of  proven  programs.   And 
we  need  to  move  immediately. 

Mr.  Chairman  I  thank  you  for  the  opportunity  to  address  this  panel, 
and  for  the  opportunity  to  enter  a  plea  for  quick  action  on  behalf  of  my 
constituency.    As  a  subcommittee,  your  responsibility  to  maintaining  our 
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nitlos'i  Infrvitruotun  RMtiiiry  for  rail  tdoaomle  dtvtlepmmt  ii  elur  - 
>  lad  I  bflUv*  our  liglilitloa  will  htlp  you  mMt  thtt  rMponiibiU^.  iut 
u  tamUn  of  Confrtii  -*  m  tt«  poUtleikl  iMdim  of  our  nitioB  »  •wfa  of 
ui  botdi  •  rtipoMlbiU^  to  raipoBd  to  ippMii  for  twlp  irom  tlieif  wiWi 
biiB  iBtruittd  to  rtprdiiflt. 

Thli  oomalttM  hiR  tht  opportunity  to  ipur  both  thi  Coortii  ud 
tht  Praiidmt  to  qulok  aetion,  Praildim  Glintoa  bti  voiotd  r  itroai 
Intirtit  in « quiok  invaitmMt  is  iafhitruotura.  Wt  hivi  tbi  opportunity 
to  iiiura  thit  not  only  ira  Jobi  oraitid.  but  our  infifiitruoturf  ib4 
anvironmtntti  ntedi  em  bt  m«t  in  thi  proofii. 

Moving  quioUy  to  leoilwiti  tht  nbuUdlai  of  our  n«tio&'i 
Infriitruetura  hold*  tht  promiN  of  buil4lB|  for  our  fotun  whUi  trimmiBi 
biek  unMnploymmt  roHi.  For  i  itatt  lUn  mini,  bow  will  into  itt  fourth 
yur  of  rMNiloB,  thii  kind  of  hilp  oannot  oomt  loon  Mough. 

Think  you  Mr.  ChiiRnu,  for  your  IdadMU  lad  eoBiidtntioB. 
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Mr.  Wise.  I  would  call  the  next  witnesses,  the  gentleman  from 
Massachusetts,  Mr.  Olver,  and  if  I  could  put  together  a  panel.  Mr. 
DeFazio,  if  you  don't  mind  participating  in  the  next  panel,  we  can 
get  you  on. 

The  gentleman  from  Oregon  and  a  member  of  this  full  commit- 
tee, Mr.  DeFazio.  Was  there  anyone  else  that  wanted  to  testify  at 
this  time? 

We  appreciate  the  patience  of  both  of  you  and  we  would  turn  to 
the  gentleman  from  Massachusetts  for  his  statement. 

TESTIMONY  OF  HON.  JOHN  W.  OLVER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  MASSACHUSETTS,  AND  HON.  PETER  A. 
DeFAZIO,  A  REPRESENTATIVE  IN  CONGRESS  FROM  OREGON 

Mr.  Olver.  Thank  you  very  much,  Mr.  Chairman,  for  holding 
this  hearing  and  allowing  me  to  testify  among  these  appropriators. 
And  I  also  want  to  congratulate  the  Chairman  of  the  fall  committee 
for  his  inexhaustible  energy  and  leadership  at  what  is  absolutely 
a  critical  time  for  this  committee  as  a  whole.  I  think  the  job  that 
you  have  now  is  so  very,  very  important. 

Increased  investment  in  our  Nation's  infrastructure  is  critical  to 
the  economy.  In  my  district  and  across  the  coimtry,  thousands  of 
Americans  are  out  of  work,  particularly  in  the  construction  indus- 
try. These  people  want  to  work.  They  need  to  work  and  they  should 
be  put  to  work  immediately  on  infrastructure  projects. 

A  major  increase  of  investment  in  the  infrastructure  would  help 
our  economy  in  the  short-term  by  providing  those  desperately  need- 
ed jobs  but  also  in  the  long-term  by  supporting  future  economic 
growth. 

As  a  cosponsor  of  last  year's  Anti-Recession  Infrastructure  Jobs 
Act,  I  believe  that  this  legislation  could  provide  a  useful  starting 
point  for  that,  that  legislation  could  provide  a  useful  starting  board 
for  this  year's  efforts. 

The  recession  has  been  particularly  deep  and  long  in  certain  re- 
gions of  the  country,  and  I  personally  very  strongly  believe  we 
should  target  relief  to  those  areas. 

In  addition,  I  think  last  year's  bill  was  commendable  in  directing 
funds  toward  projects  of  local  governments.  No  infrastructure  pack- 
age we  could  come  up  with  is  going  to  be  large  enough  to  meet  all 
the  needs  that  are  perceived  or  identified  around  the  country,  so 
I  particularly  urge  the  committee  to  provide  funds  as  directly  as 
possible  to  the  neediest  communities,  cities  and  towns,  in  those 
particularly  hard-hit  regions,  and  give  them  the  flexibility  to  meet 
their  most  pressing  needs. 

For  example,  many  cities  and  towns  in  my  district  have  locally 
identified  need  or  are  being  required  by  Federal  Rules  to  upgrade 
their  water  and  sewer  facilities.  So  that  providing  funding  for  those 
projects  would  create  the  economic  boost  we  are  seeking  while  help- 
ing those  communities  reach  environmental  goals  the  Congress  has 
required.  I  think  Congress  has  got  to  do  better  on  providing  funds 
to  meet  such  Federal  mandates. 

In  other  cases,  it  is  the  schools  where  the  most  pressing  needs 
for  repair  work  that  are  hindering  the  ability  of  the  students  to 
learn  exist.  In  my  district,  the  city  of  Holyoke,  a  city  of  50,000  peo- 
ple, with  a  very  poor  tax  base  and  roughly  80  percent  of  its  school 
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children  coming  from  minority  and  low-income  families,  that  city 
has  identified  about  $50  million  alone  in  capital  projects  which 
could  be  under  way  within  90  days  of  funding  approval. 

For  other  municipalities,  the  most  pressing  need  may  be  to  build 
public  safety  facilities,  police  and  fire  stations,  or  build  new  com- 
munity or  social  service  centers  that  could  provide  for  their  elders 
or  their  child  care  or  for  social  services  across  the  whole  board. 

For  these  funds  to  be  of  the  greatest  help,  towns  and  cities 
should  have  the  flexibility  to  meet  local  needs  as  they  are  believed 
to  be  most  pressing  along  the  way,  with  appropriate  guidelines. 

By  investing  in  the  infrastructure  projects  today,  we  will  give  an 
immediate  lift  to  the  economy  by  putting  people  back  to  work,  but, 
more  importantly,  these  projects  are  essential  to  the  future  eco- 
nomic growth, 

Disinvestment  of  the  last  12  years  has  hurt  the  economy,  but  it 
has  also  made  the  task  now  of  getting  back  to  a  proper  level  of  in- 
vestment and  infrastructure  all  the  harder  and  at  the  same  time 
all  the  more  critical. 

In  conclusion,  I  believe  that  investment  in  infrastructure  projects 
supports  both  short  and  long-term  economic  goals.  I  would  urge  the 
committee  to  provide  funds  as  directly  as  possible  to  local  govern- 
ments, with  as  much  flexibility  in  the  type  of  capital  project  that 
can  be  undertaken,  so  that  they  can  choose  to  meet  the  most  criti- 
cal need  identified  in  that  community. 

I  thank  you  very  much  for  allowing  me  to  testify  and,  as  with 
the  previous  panel,  I  would  urge  you  to  act  quickly. 

Mr,  Wise,  I  thank  the  gentleman. 

And  while  Mr.  DeFazio  is  testifying,  I  wonder  if  you  would  think 
— I  agree  with  everything  you  say,  but  the  question  I  would  like 
to  ask  is,  procedurally,  how  would  you  see  the  best  way  to  get  the 
money  to  those  communities  as  quickly  as  possible;  whether  it  is 
by  simply  allocating  more  funds  to  different  agencies  and  requiring 
them  to  promulgate  their  own  regs  and  have  their  own  distribution 
system  to  expedite  distribution,  or  whether  some  of  that  funding, 
as  has  been  this  case  in  former  Public  Works'  jobs  bills,  for  in- 
stance, in  1976-1977,  whether  some  of  that  funding  at  least  ought 
to  go  through  a  particular  agency,  like  EDA,  that  oversees  the 
overall  process? 

I  would  appreciate  your  thoughts  on  that,  if  you  would,  after  Mr, 
DeFazio  testifies. 

Mr.  DeFazio.  Do  you  wish  me  to  proceed,  Mr,  Chairman? 

Mr,  Wise,  Yes,  sir, 

Mr.  DeFazio.  Thank  you,  Mr,  Chairman, 

I  have  provided  prepared  remarks  which  I  would  like  to  have  en- 
tered in  the  record,  if  there  is  no  objection,  and  I  will  summarize, 

I  think  the  most  cogent  points  for  us  as  members  of  the  Public 
Works  Committee  is  to  compare  and  contrast  the  benefits  of  the  in- 
vestments and  the  expenditures  that  we  would  make  with  other  ex- 
penditures, perhaps  not  investments,  of  the  Federal  Government, 

We  can  put  it  into  perspective  by  looking  over  across  the  river 
to  DOD,  and  we  note  that  even  with  the  collapse  of  the  Soviet 
Union  and  the  end  of  the  Cold  War,  there  is  still  $1  trillion  in  the 
pipeline  for  new  weapon  systemi.  That  i§  more  than  we  have  pro- 
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grammed  to  spend  on  the  entire  Federal  investment  in  Public 
Works  in  this  Nation  in  the  next  30  years. 

So  we  are  programmed  to  build  obsolete  weapons  to  oppose  an 
enemy  that  doesn't  exist  for  a  trillion  dollars  while  we  starve  our 
infrastructure  and  drop  further  and  further  behind  in  international 
competitiveness  because  of  starving  that  infrastructure.  And,  in 
fact,  the  struggle  for  world  leadership  in  the  next  century  isn't 
going  to  be  military,  it  will  be  economic,  and  we  have  to  malce  the 
investment  to  exert  that  leadership. 

We  all  know  the  statistics.  Bad  roads,  traffic  congestion  causes 
two  billion  hours  of  delay  every  year;  airport  delays,  about  $1.5  bil- 
lion in  additional  costs  to  airlines  and  consumers. 

You  know,  the  airlines,  I  think,  would  dearly  like  to  recapture 
some  of  those  funds,  and  certainly  put  them  on  a  little  more  stable 
footing.  Beyond  that,  the  EPA  estimates  that  we  have  got  $80  bil- 
lion of  municipal  sewage  treatment  needs  coming  over  the  next  20 
years,  and  it  looks  like,  at  current  levels,  we  will  spend  less  than 
half  of  that  meeting  those  needs. 

So,  in  fact,  in  many  cases,  our  capital  infrastructure  is  deterio- 
rating more  quickly  than  we  are  replacing  it.  We  are  falling  further 
and  ftirther  behind.  A  shift,  according  to  CRS,  of  $3  billion  from  the 
military  budget  to  infrastructure  would  produce  twice  as  many  jobs 
as  if  that  money  were  expended  on  the  military.  If  we  were  to  ftilly 
fund  the  ISTEA,  the  LAP  and  other  transit  stimulus  projects,  as 
suggested  by  the  full  committee  Chairman,  Mr.  Mineta,  we  could 
potentially  create  an  additional  one  million  jobs  in  this  country, 
certainly  helping  the  Administration  to  deliver  and  fulfill  their 
promises  of  a  reinvigorated  economy  and  more  opportunities  for 
Americans  everywhere. 

Rural  infrastructure,  I  know,  Mr.  Chairman,  is  a  particular  focus 
of  yours,  and  representing  a  mixed  urban  rural  district,  I  share 
your  concerns.  We  have  to  look  at  the  rural  infrastructure,  and  in 
my  testimony  I  have  documented — and  won't  go  into  the  specifics — 
but  a  number  of  communities  in  my  district — and  it  is  not  a  com- 
prehensive list — that  are  being  held  back  from  diversifying  and 
boosting  their  economies  because  of  shortage  of  clean  water  munici- 
pal sewage  treatment  capability,  and  they  could  move  ahead  very 
quickly  with  programs  to  improve  that. 

Not  only  would  we  put  the  people  to  work  doing  the  rural  infra- 
structure improvement,  but  we  would  put  people  to  work  long-term 
in  newly  reinvigorated  local  economies  who  could  attract  new  busi- 
nesses. 

One  other  area  I  would  like  to  introduce  before  the  committee, 
and  it  may  be,  in  part,  beyond  our  jurisdiction,  but  think  about 
nontraditional  infrastructure;  that  is  natural  infrastructure.  We 
certainly  have  some  jurisdiction  in  the  case  of  the  Corps  of  Engi- 
neers and  our  jurisdiction  over  wetlands,  and  that  to  begin  to  look 
at  restoration  of  natural  infrastructure  as  an  investment  in  the  fu- 
ture and  as  a  way  of  creating  jobs. 

I  am  drafting  legislation  that  would  deal  with  the  watershed  en- 
hancement restoration  of  the  Pacific  Northwest.  It  is  part  of  the 
resolution  of  our  old  growth  forest  controversy  but  could  be  a  model 
around  the  rest  of  the  country  for  investment  in  natural  infrastruc- 
ture. 
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How  do  we  pay  for  all  this?  Well,  first  off,  I  posit  these  are  in- 
vestments we  cannot  afford  not  to  make  so  we  better  look  hard  and 
long  at  finding  ways  of  convincing  our  colleagues  to  fund  them  no 
matter  what  the  impHcations  are  for  the  theoretical  bottom  line 
deficit. 

I  note  we  can  somehow  find  $100  biUion  to  bail  out  the  savings 
and  loan  off  budget.  I  would  suggest  that  we  could  similarly  find 
ways  to  fund  public  infrastructure  off  budget. 

We  have  accumulated  the  balances  in  the  trust  funds.  Let  the 
Budget  Committee  play  their  games;  that  is,  they  like  to  see  a  sur- 
plus of  income  over  expenditures  every  year.  Let  them  play  that 
game  in  this  current  year.  Fine.  You  just  served  on  the  committee; 
you  know  well.  But  then,  when  we  have  an  accumulated  unappro- 
priated balance  in  those  trust  funds,  let  us  make  a  minor  change 
in  the  budget  rules,  and  say  since  these  are  trust  funds,  the  money 
has  been  collected  by  the  government  and  is  just  sitting  there,  so 
let's  expend  those  funds  without  it  counting  towards  the  theoretical 
deficit  on  off-budget  expenditure,  just  as  the  accumulated  balances 
in  the  trust  funds.  It  would  give  benefits  that  would  far  exceed  any 
potential  minuscule  imaginary  increase  in  interest  rates  or  any- 
thing else  that  that  expenditure  might  cause. 

If  we  cannot  convince  our  colleagues,  either  our  colleague  down- 
town or  colleagues  in  the  Congress,  that  that  is  a  way  to  go,  then 
let  us  take  a  hard  look  at  capital  budgeting.  Does  it  make  sense 
that  we  count  an  operating  expense,  diesel  fiiel,  to  run  an  aircraft 
carrier  exactly  the  same  way  as  we  count  a  dollar  or  dollars  spent 
on  a  30-  to  40-year  investment  in  the  national  infrastructure?  It 
makes  no  sense  to  me  or  to  businesses.  They  don't  budget  that  way. 
It  is  time  for  us  to  look  at  capital  budgeting. 

And  then,  finally,  one  other  new  idea  would  be  the  social  security 
trust  fimds.  It  is  a  little  known  fact  Social  Security  gets  a 
submarket  rate  of  interest  for  investing  its  funds  in  Treasury 
bonds,  which  is  the  only  investment  currently  authorized  and  al- 
lowed. That  is,  because  they  buy  so  many  Treasury  bonds,  they  get 
a  lower  rate  of  interest;  unlike  what  normally  goes  on  in  the  free 
market.  If  you  are  a  preferred  market,  we  may  give  you  a  higher 
rate  of  interest.  We  give  Social  Security  a  lower  rate  of  interest  and 
we  nick  them  a  few  points. 

And  I  would  posit  we  could  create  a  structure  where  some  of  the 
Social  Security  surplus  would  be  invested  in  infrastructure  bonds 
which  would  be  issued  to  local  communities  who  would  pay  back 
those  bonds  at  a  comparable  rate  of  interest  for  the  current  invest- 
ments, and  I  think  it  would  also  stabilize  the  future  of  Social  Secu- 
rity. It  would  allow  less  tampering  with  the  trust  fund's  balance 
and  put  people  to  work,  furthering  the  benefits  to  the  Social  Secu- 
rity ti-ust  fiind  by  having  the  additional  income. 

I  thank  the  Chairman  for  his  interest  and  attention  to  this  mat- 
ter and  look  forward  to  him  leading  us  in  new  directions  as  we 
push  for  economic  development  and  diversification. 

Mr.  Wise.  I  almost  feel  like  I  ought  to  do  some  act  of  contrition 
for  having  served  on  the  Budget  Committee. 

Mr.  DeFazio.  I  am  sure  you  were  a  dissident  voice  and  did  the 
sensible  thing. 
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Mr.  Wise.  The  thing  I  have  to  report,  Peter,  is  I  am  still  there. 
I  have  one  more  term.  But  I  will  try  to  do  right. 

Mr.  DeFazio.  Oh,  you  just  came  back  here  and  left. 

Mr.  Wise.  To  my  natural 

Mr.  DeFazio.  Good.  Then,  we  have  a  voice  on  the  Budget  Com- 
mittee for  these  reasonable  solutions. 

Mr.  Wise.  That  is  what  I  was  hoping. 

[The  prepared  statements  of  Representatives  Olver  and  DeFazio 
follow:] 
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Thank  you  Mr.  Chairman  for  holding  this  hearing,  and  for 
giving  me  the  opportunity  to  testify  here  today.  I  know  there 
are  many  members  here  to  testify,  so  I  will  keep  my  remarks  to 
the  point . 

Increased  investment  in  our  nation's  infrastructure  will 
help  our  economy.   In  my  district,  and  acroee  the  country, 
thousands  of  Americans  are  out  of  work,  particularly  in  the 
construction  industry,  who  could  be  put  to  work  immediately  by 
improving  our  infrastructure.  A  major  increase  of  investment  in 
our  infrastructure  will  help  our  economy  in  the  short  term  --by 
providing  desperately  needed  jobs  --  but  also  in  the  long  term, 
by  supporting  future  economic  growth. 

As  a  co-sponsor  of  the  Anti-Recession  Infrastructure  Jobs 
Act  in  the  last  Congress,  1  believe  that  that  legislation  could 
provide  an  useful  starting  point  for  this  year's  efforts.   This 
recession  has  been  particulirly  painful  in  cartain  regions  of  the 
country,  and  I  strongly  believe  we  should  target  relief  to  those 
areas.   In  addition,  I  think  last  year's  bill  was  commendable  in 
directing  funds  towards  projects  of  local  governments.   I  would 
urge  the  committee  to  provide  funds  directly  to  towns,  and  giva 
them  flexibility  to  meet  their  moat  pressing  neads. 

For  example,  a  great  many  cities  and  towns  in  my  district 
are  being  required  by  federal  rules  to  upgrade  their  water  and 
sewer  facilities.   Providing  funding  for  those  projects  would 
create  the  immediate  economic  boost  we  are  seeking,  while  at  the 
same  helping  those  communities  reach  environmental  goals  which 
the  Congress  has  mandated.   Similarly,  many  school  districts  have 
pressing  needs  for  repair  work  which  are  hindering  the  ability  of 
our  students  to  learn.   The  City  of  Holyoke  public  schools  has 
nearly  $50  million  in  capital  projects  which  could  be  underway 
within  ninety  days  of  funding  approval.  Other  towns  may  find 
that  they  need  to  repair  police  stations  or  fire  houses,  or 
build  new  social  service  centers,  for  seniors  or  for  child  care. 
The  towns  should  have  the  flexibility  to  meet  local  needs,  within 
appropriate  guidelines. 

By  investing  in  infrastructure  projects  today  we  will  give 
an  immediate  lift  to  the  economy  by  putting  construction  workers 
back  to  work  on  projects  that  will  need  some  investment.  Also  by 
making  the  investment  today  we  save  money  by  making  the 
investments  today  support  both  short  term  and  long  term  economic 
goals,  and  I  would  urge  the  committee  to  provide  funds  directly 
to  local  governments  with  as  much  flexibility  as  possible  in  the 
type  of  capital  project  to  be  undertaken. 


M.NTEO  ON  neCYCLiO  PAPiR 


450 


Statonent  of  the  Honorable  Peter  DeFazio 
February  3,  1993 

One  of  the  most  overworked  cliches  of  the  Reagan  years  was  that  'government  should 
run  more  like  a  business.'  Well,  any  business  that  neglected  its  assets,  equipment  and  personnel 
the  way  this  country  did  in  the  1980s  wouldn't  be  around  to  see  the  1990s. " 

During  the  1980s,  we  spent  more  on  non-productive  items  and  relatively  little  on 
productive  investments.  From  day  one,  the  Pentagon  budget  was  in  the  driver's  seat.  During 
this  time,  the  Military  budget  grew  36  percent  faster  than  the  rate  of  inflation.  Adjusted  for 
inflation,  the  Pentagon  last  year  spent  $80  billion  more  a  vear  than  it  did  in  1980.  Even  as  the 
former  Soviet  Union  struggles  to  regain  its  feet,  this  country  will  still  have  oni^.  pillion  dollars 
of  new  weapons  "in  the  pipeline." 

This  spending  creates  jobs  in  defense  plants  (That's  why  it's  the  most  popular  pork  on 
Capitol  Hill),  bat  contributes  zero  to  real  economic  growth.  A  taxpayer  dollar  spent  on  a  B-2 
Bomber  never  creates  another  dollar;  it  just  sits  there,  waiting  for  Armageddon. 

At  the  same  time,  spending  on  our  nation's  infrastructure  dropped  by  32  percent.  As 
a  result,  our  highways  and  bridges  are  crumbling,  with  devastating  effect  on  our  economy.  Bad 
roads  and  traffic  congestion  cost  motorists  close  tc  2  billion  hours  of  delay  every  year.  Our 
airports  are  clogged  with  congestion.  Airport  delays  create  $1.5  billion  in  additional  costs 
to  airlines  and  consumers.  Our  rural  municipal  water  and  sewer  systems  are  far  from 
adequate.  The  Environmental  Protection  Agency  estimates  that  municipal  sewage  treatment 
needs  will  cost  more  than  $80  billion  over  the  next  20  years.  Yet  the  federal  government  spends 
only  $2  billion  per  year  on  improvements,  less  than  half  the  rate  of  spending  in  the  late  1970s. 
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Ijfrastnicture  investment  is  good  for  America.  Federal  spending  on  nals.  bridges, 
highwav>,  rail  systems  and  aiipoits  produces  far  more  jobs  than  any  other  type  oi  spending. 

ACCOldng  to  a  recent  CRS  report,  shiffiny  i^  hillinn  fmm  thi>  military  h»,iif0t  tp  HftMnictuiB 
needs  rmduces  nearly  two  private  sector  iobs  for  every  one  defensf  i*i«t^  pnamm.  Multiply 
that  br  LO  and  you  have  a  substantial  economic  boost.  And  compared  to  Menae  related 
eipriMJJBires,  infirastiucture  spending  is  far  more  labor  intensive  and  far  more  beasicial  to  our 
aconomc  competitiveness  and  efficiency.  Infrasnucture  spending  also  produca  l  mubiplier- 
effect  OE  the  economy,  creating  additional  jobs  through  efficiency,  incieaaea  leoiand  and 
consuapion.  Were  Congress  to  fully  fund  ISTEA,  the  Airport  Improvement  Ptoyai  and  other 
nnsit  ssmulus  projects  as  Chairman  Mineta  suggests,  we  could  potiwifiaiiy  rrMw*  <«  nA4itintnii 
1  millirw  fnhg  in  the  near  future. 

however,  the  real  challenge  facing  America  is  to  sustain  this  type  of  inveaoBiit  over  the 
long  tern.  While  short  tenn  spending  is  fine,  any  real  hope  for  a  stable  recovery  -eats  with  the 
prospec  of  funding  a  long  term  program  of  capital  improvements. 

Sy  far,  the  greatest  prospects  for  improvements  are  found  in  municipal  sckt  and  water 
leeds.  Ji  rural,  timber-dependent  areas  like  Southwest  Oregon,  the  lack  of  adeqnae  sewen  and 
pleotifiii  sources  of  clean  water  has  been  like  a  wet  blanket  on  the  region's  (xui— if.  Without 
'Jds  in^castnicture  in  place,  communities  cannot  attract  businesses  to  grow  out  or  'Jieir  current 
icononnc  slump,  further  compounding  the  effea  of  reduced  harvests  on  federal  fsiest  lands. 

2's  a  tragic  situatioa  for  these  communities.  Several  towns  in  my  diona  are  on  the 
verge  cf  rebounding  from  tough  economic  times,  but  prosperity  remains  elusive:  The  lack  of 
idequaie  water  and  sewer  systems  has  scared  away  all  but  the  most  adveonmis  business 
opponmnties.  For  example: 
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Powers,  Oregon.  This  timber-depoident  community  witti  promising  recreational 
oppoitunities  iias  not  been  able  to  canply  with  its  sewer  discharge  permit  for  several 
years.  The  cost  of  upgrading  its  sev^r  treatment  plant  is  $1.75  million  -  a  price  too 
expensive  for  the  town's  displaced  tinner  economy.  The  town  must  install  a  filtration 
system  by  July  or  face  federal  Clean  ^ater  Act  violations.  It's  too  small  to  qualify  for 
the  State  Revolving  Lx)an  Fund  (SRlPi.  Unless  Powen  makes  this  improvement,  the 
town  will  likely  pay  stiff  fines  and  fact  the  continued  prospect  of  economic  decline. 

Albany,  Oregon.  This  medium-sized  city  of  34,000  people  relies  on  an  18  mile  long, 
open  canal  for  its  sole  water  source.  The  canal  was  built  during  the  Civil  War  and  is 
constantly  threatened  with  siltatioa.  bank  erosion  and  non-point  pollution  from 
agriculmral  runoff.  What's  worse,  thee  are  no  alternative  water  sources  in  the  event  of 
catastrophe,  contamination  or  severe  cnnight.  While  the  canal  has  served  the  city  well 
for  130  years,  its  clearly  time  for  replacement.  But  construction  of  a  new  treatment  plant 
and  delivery  system  would  run  into  tbcaens  of  millions.  With  the  city's  economy  already 
strained  from  spending  on  sewer  expanons,  it's  unlikely  the  residents  could  afford  such 
an  improvement  until  well  into  the  fmac. 

Springfield,  Or^on.  Since  the  earir  1980s,  East  Springfield  has  been  facing  a  major 
development  moratorium  due  to  sevesr  surcharging  and  near  overflow  conditions  in  the 
city's  sewer  system.  The  cost  of  conscocting  a  major  new  interceptor  for  the  promising 
industrial  properties  and  fast  growme  residential  areas  is  $18  million.  While  the 
conmiunity  financed  a  small  portion  oc  the  start-up  costs,  it  caimot  pay  for  the  rest  of  the 
project.  Unfortunately,  the  improvement  is  not  considered  a  high  enough  priority  to 
qualify  for  the  SRLF.  Yet  the  economic  fiimre  of  Springfield  depends  on  its  ability  to 
secure  additional  funding  for  the  inteizsptor. 


This  is  investment  we  can't  afford  NOT  to  make.  The  federal  government  must  renew 
its  commitmem  to  clean  water  and  municipal  »wer  systems.  No  matter  how  great  the  pain,  we 
must  find  revenue  to  pay  for  these  improvements  -  whether  its  through  full  funding  of  matching 
grants  or  expansion  of  the  State  Revolving  Ljan  Fund. 

Another  promising  strategy  can  be  foond  in  renewing  our  national  infrastructure.  I'm 
proposing  a  new  commitment  to  improving  our  natural  resources  that  would  create  thousands 
of  jobs  restoring  fish  habitat,  improving  forest  road  systems  and  catching  up  on  reforestation  and 
other  management  backlogs  in  the  Pacific  Northwest  forests. 

In  many  watersheds,  high  quality  salmon  and  trout  habitat  is  threatened  by  poorly  located 
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or  mrinttlnfftf  retda  t^  could  fkU  bi  ^  svent  of  a  Mvere  itonn.  Improvlni,  relooidai  or,  in 
soflM  otiN,  rooovlai  problem  roncn  cao  provide  the  moit  "bug  for  the  buck,"  u  weU  u 
provkUag  immtdlntf  efflploymea  Jsr  ibetdy  sldUed  woodi  woricen.  Doe  Nonbweit 
eoawvitlofl  poup  eitifflitei  thu  v  maay  u  10,000  Jobi  could  be  genented  through  thia 
lOitegy. 

Thwi  U I  grM  deal  of  ImenK  in  ftinding  prognai  to  mton  the  re^'i  witenhedi, 
both  wlthlfl  the  lud  naaigemmt  ifaadei  aad  the  Noithwes'i  coogreiilontl  delegitton.  Zt'i  my 
iotnto  to  work  with  the  CUomk  AdmlalifittlOB  to  include  luch  a  propim  is  any 
compreheniive  legiaUive  rNolutia  rf  the  Paolflo  Nmthweei'i  fbreit  maoagemmt  criali. 

Of  coune,  ao  mtegy  wlU  wcdt  la  today'i  budget  cUmate  without  lerloui  oormpoadiag 
propoiali  to  pay  for  these  investmesa.  I  luggeit  that  Congrm  look  no  farther  than  the  fedenU 
goverament'i  wditlag  budget  itmam  to  pay  for  thli  ipeadlag, 

The  mofi  expedieat  way  to  ^laaace  inveionenti  would  be  to  declare  the  ipeoding  "off 
budgM."  For  the  laa  few  yean,  Cafieii  hai  been  aiked  to  Ignore  the  impact  on  the  deficit 
wUle  ipendlng  over  $100  bUUoo  to  obI  out  the  nation's  fUUng  savings  and  loan  ia^uGry.  Even 
though  this  spending  does  reUdveiv  Uttle  to  enhance  our  economic  competitiveness  and 
efficiency,  it's  considered  an  "emeifncy"  Inves&nent.  WeU.  I  consider  the  state  of  our  aation's 
cr\anbllng  InfirasaumrB  an  "emenpeney"  situation  and  propose  that  we  declare  a  modest 
InvastBunt  program  'off  budget"  ana  spend  down  the  accumulated,  unobUgaMd  revenue  in  the 
Aisfon  and  Highway  Tnist  Funds. 

If  that  woe't  do  the  trick,  Z  would  at  least  urge  my  coUeMues  to  adc^  a  man  realistic 
budgrt  that  sepuates  opentiag  expnses  fnm  capital  iavestmeats.  It  doesn't  make  sease  to 
luflip  aoa-productive  speadiag  togeoser  witii  speadlag  that  multiplies  ecoaomic  powth.  If  we 
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sq)arated  infrastructure  spending  from  the  unified  budget,  we  could  amoitize  investments  over 
a  30  or  40  year  period  and  limit  reductions  in  any  one  given  year  to  l/30th  or  l/40th  of  the 
cq}ital  budget  -  not  reduce  spending  by  huge  chunks  as  we  do  now. 

And  finally,  we  could  seriously  consider  utilizing  America's  biggest  source  of  investment 
capital:  surplus  revenue  from  the  Social  Security  Trust  Funds.  Right  now,  the  trust  funds  are 
generating  a  huge  surplus.  Estimates  show  that  the  surplus  will  grow  to  nearly  $12  trillion  by 
the  year  2020.  If  the  Treasury  offered  a  portion  of  that  surplus  revenue  to  state  and  local 
governments  as  infrastructure  bonds,  the  benefits  would  be  enormous.  Not  only  would  the  cost 
of  borrowing  be  cheaper,  but  the  availability  of  the  bonds  would  drive  down  other  interest  rates 
and  make  the  borrowing  more  affordable.  To  protect  the  rate  of  return  on  trust  fimd 
investments,  we  could  set  a  floor  for  the  special  interest  rates.  This  type  of  investment  would 
also  provide  a  measure  of  investment  diversity  to  the  trust  funds  and  make  them  less  suscepoble 
to  federal  actions  or  limitations. 
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Mr.  Wise.  I  recognize  Mr.  Gejdenson,  and  I  would  like  to  report 
that  the  gentlewoman  from  Connecticut  has  already  testified  and 
Sie  committee  is  pretty  much  agreed  her  district  really  is  the  one 
that  ought  to  derive  the  short-term  economic  stimulus  pro-am, 
but  we  would  be  delighted  to  have  any  remarks  you  might  wish  to 
mike. 

Mr.  Gejdenson.  I  hope  the  Committee  can  accommodate  my  dis- 
trict as  well  if  there  are  a  few  crumbs  left.  My  colleague  from  the 
third,  who  I  believe  you  are  referring  to,  is  one  of  the  oetter  mem- 
bers of  the  delegation,  without  any  question. 

I  would,  first,  ask  that  a  statement  by  a  colleague  from  a  small 
but  very  friendly  State  to  the  east  of  us,  Rhode  Island,  Mr.  Reed's 
ptatement  be  placed  in  the  record. 

Mr.  Wise,  without  objection. 

[The  statement  of  Mr,  Reed  follows:] 

Statement  of  Hon,  Jack  Reed 

Mr,  Ohairmftn,  I  appreciate  the  opportunity  to  submit  testimony  at  today's  hear- 
ing, and  I  want  to  thank  Mr.  Gejdenson  for  his  kind  words, 

Like  the  other  members  of  the  New  England  congressional  delegation  who  have 
testified  today,  I  can  attest  to  our  region's  economic  troubles  and  the  need  for  a  Fed- 
eral jobs  program.  Recognizing  that  we  need  to  get  people  back  to  work  is  the  easy 


what  should  a  jobs  bill  look  like? 

As  Chairman  Mineta  has  stated,  we  need  a  jobs  bill  that  ftinds  projects  that  are 
ready-  ^o-go  and  will  put  people  to  work  now.  One  way  would  be  to  provide  funding 
for  the  hundreds  of  clean  water  and  sewer  projects  that  have  been  stymied  by  the 
lack  of  Federal  funding.  Full  funding  of  ISTEA  is  another  method,  and  so  is  funding 
for  the  northeast  corridor  improvement  project, 

In  addition,  I  think  it  is  important  to  ensure  that  funding  reaches  lowns  and 
cities  rapidly  without  having  to  wait  months  and  months  for  Federal  approval.  Per- 
haps, only  one  agency  should  be  responsible  for  dispersing  any  jobs  bill  funds.  Or, 
States  could  receive  funds  in  block  grant  form.  Most  importantly,  we  must  ensure 
that  job  creation  ftinds  go  to  communities  with  the  greatest  need.  Perhaps  this  could 
be  accomplished  by  tying  funds  to  unemployment  rates,  particularly  unemployment 
among  construction  workers, 

In  Rhode  Island,  we  have  a  tremendous  pool  of  talent  that  is  currently  employed 
in  defense  manufacturing,  Unfortunately,  these  individuals  are  casualties  of  our 
qold  war  victory.  Helping  these  workers  and  their  employers  get  involved  in  •  ebuild- 
ing  our  infrastructure  should  be  another  aim  of  any  jobs  bill, 

Obviously,  there  are  many  other  issues  to  address,  but  I  think  these  are  a  few 
items  we  should  consider  as  we  work  to  rebuild  our  infrastructure  and  our  economy. 

Mr,  Chairman,  thank  you  for  calling  this  hearing  and  for  the  opportunity  to  sub» 
mit  this  statement  for  the  record, 

TESTIMONY  OF  HON.  SAM  GEJDENSON,  k  REPRESENTATIVE 
IN  CONGRESS  FROM  CONNECTICUT 

Mr.  Gejdenson.  Thank  you.  I  won't  belabor  the  committee  for  a 
long  time,  except  first  to  say  that  I  am  pleased  with  what  I  hear 
from  Mr.  Reich  and  others  in  the  Administration  about  to  engage 
in  resuscitating  our  economy. 

Over  recent  years,  the  attitude  about  government  intervening  in 
the  economy  was,  to  only  intervene  when  there  is  serious  damage. 
If  you  went  to  your  doctor  and  told  him  you  had  pain  somewhere 
around  your  heart  and  you  thought  it  might  be  angina.  The  Fed- 
eral response  was,  well,  go  away  and  tell  me  when  you  have  had 
a  heart  attack.  Once  you  nave  had  some  serious  organ  damage,  we 
will  come  back  and  look  at  your  area. 
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We  need  to  stop  intervening  only  when  unemployment  statistics 
and  welfare  statistics  and  devastation  reach  unthinkable  levels  and 
we  have  bombed-out  crisis  zones.  We  need  to  intervene  much  ear- 
lier. The  economies  in  the  world  that  have  made  it,  are  those  where 
the  governments  have  invested  in  their  infrastructure.  It  has  made 
their  countries  competitive. 

Clogged  bridges,  inadequate  educational  facilities  and  harbors 
make  us  less  competitive  internationally.  I  am  for  training  and  I 
am  for  education,  but  if  at  the  end  of  the  day  you  don't  have  a 
place  to  go  get  a  job,  all  that  training  and  education  isn't  worth 
much.  So  what  we  need  to  do  is  give  these  people  who  we've 
trained  jobs.  The  jobs  are  there.  We  have  bridges  that  need  to  be 
fixed,  roads  resurfaced  and  schools  rebuilt. 

In  Connecticut,  the  jobs  that  are  already  designed  and  ready  to 
move  total  a  $190  million  in  cost  and  would  produce,  just  in  the 
highway  department  area,  close  to  10,000  jobs. 

We  have  a  choice  in  the  Federal  Government.  We  can  either  con- 
tinue to  pay  unemplo5rment  and  welfare  costs  and  watch  people 
lose  their  homes  and  watch  banks  fail,  or  we  can  invest.  We  have 
seven  bridges,  we  have  major  work  on  1-95 — the  centrgil  thorough- 
fare going  up  and  down  the  East  Coast — truck  inspection  stations, 
resurfacing  and  airport  renovation.  All  of  these  things  make  us 
more  competitive  as  a  Nation. 

Our  Public  Works  Department,  with  State  colleges  and  prisons 
and  mental  health  facilities,  are  desperate  for  funds.  We  are  a 
State  that  has  reached  into  the  pockets  of  our  constituents.  We  are 
a  State  that  has  raised  taxes.  We  have  tried  to  cut  spending.  We 
are  a  State  that  contributes  generously  to  the  Federal  Government, 
in  that  a  big  chunk  of  tax  dollars  come  out  of  Connecticut  and  go 
to  the  rest  of  the  Nation.  But  we  are  also  a  State  that  is  in  trouble 
today.  We  are  a  State  ravaged  by  a  defense  industry  that  is 
downsizing  rapidly  to  deal  with  the  new  realities  of  the  world.  Our 
insurance  industry  is  in  trouble.  Our  banking  industry  and  real  es- 
tate industry  is  still  in  very  serious  straits. 

I  can  take  one  of  my  towns,  where  an  earlier  decision  to  build 
a  highway  along  the  riverfront  has  severed  the  community  from 
possibly  its  largest  economic  asset.  The  State,  I  think,  would  be 
willing  to  participate  with  Federal  funding  to  bring  the  public's  ac- 
cess back  to  the  riverfront  of  the  Connecticut  River  in  Middletown. 
The  city  has  a  population  of  43,000  people,  and  is  an  area  where 
we  could  see  significant  commerce  occur.  A  walkway  over  the  high- 
way could  really  make  a  major  difference  to  that  community  and 
to  the  State  of  Connecticut. 

The  port  of  New  London  is  a  perfect  example,  again,  where  infra- 
structure development  is  needed.  It  used  to  be  the  place  where  we 
had  a  ship  tender  to  fix  submarines.  For  a  long  time  the  Navy  op- 
erated that  port  and  said,  we  don't  want  any  private  commercial 
development  in  here  because  we  have  security  concerns. 

The  world  changed.  The  Navy  left  and  left  us  empty.  Now, 
thankfully.  Congress  moved  quickly  in  the  last  session  to  transfer 
the  pier  to  the  State.  If  we  had  the  resources  to  fix  that  port  up, 
it  would  make  us  more  competitive  as  £in  exporting  Nation  and  it 
would  help  us,  clearly,  in  Connecticut. 
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Whether  it  is  dorm  ruins  in  UCONN  or  other  facilities,  we  need 
help  from  this  committee,  and  we  will  be  speaking  to  you  about  the 
specifics  that  we  are  looking  for. 

I  don't  want  to  take  up  everybody's  time  today.  It  is  critical  to 
us,  it  is  critical  to  the  oconomy.  We  spend  $30  billion  a  year  stimu- 
lating Europe's  economy  with  what  we  spend  on  bases,  not  count- 
ing the  salaries  of  our  personnel  and  their  families  over  in  Europe. 
It  is  time  we  focused  on  the  American  economy  and  stimulating  it 
back  to  life. 

And  I  know  the  leadership  of  this  committee  will  play  a  major 
role  in  that,  and  I  thank  you  for  giving  me  so  much  time  to  present 
our  case.  Thank  you  very  much. 

Mr.  Wise.  I  want  to  thank  the  gentleman. 

[Mr.  Gejdenson's  prepared  statement  follows:] 
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STATEMENT 

BY 

THE  HONORABLE  SAM  6EJDENS0N 

BEFORE 

THE  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

FEBRUARY  3,  1993 


Chairman  Wise  and  members  of  the  Committee,  thank  you   for 
allowing  me  to  testify  today  on  the  important  subject  of  how 
Congress  can  spark  economic  development  through  investment  in  our 
nation's  infrastructure. 

I  wish  to  take  a  few  minutes  of  your  time  today  to  discuss 
how  developing  Connecticut's  infrastructure  can  create  jobs  and 
stimulate  the  State's  suffering  economy. 

Connecticut  has  been  hard  hit  by  the  recession.   It  was  hit 
early  and  still  shows  few  signs  of  recovery.   The  recent 
downsizing  of  the  insurance  and  airline  industries,  as  well  as 
cutbacks  in  our  nation's  defense  spending,  kept  the  State's 
unemployment  rate  well  above  the  national  average  for  most  of 
1992.   The  outlook  for  the  future  is  equally  grim.   United 
Technologies  Corporation  (UTC)  announced  last  week  that  it  will 
be  laying  off  6,700  workers  in  Connecticut  by  the  end  of  1994. 
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Additionally,  the  Electric  Boat  Division  of  General  Dynamics 
anticipates  that  1,500  more  workers  will  be  laid  off  by  the  end 
of  the  year  in  the  eastern  part  of  the  State. 

Connecticut's  crumbling  infrastructure  is  also  of  great 
concern.   Many  of  our  highways,  bridges,  and  public  institutions 
are  in  desperate  need  of  restoration.    Through  its  Ten- Year 
Transportation  Infrastructure  Program,  which  began  in  1985, 
Connecticut  has  begun  work  on  its  state  and  interstate  highway 
systems.    With  the  help  of  federal  funding  that  is  matched  with 
state  and  local  dollars,  some  progress  has  been  made  through  this 
program.   Nevertheless,  much  work  remains  to  be  done. 

The  Department  of  Transportation  (DOT)  in  Connecticut  has  a 
listing  of  highway  projects  totaling  $190  million  which  can  go  to 
construction  as  early  as  September  of  this  year  if  federal 
funding  is  available.   These  projects  include  the  repair  of  seven 
bridges,  Interstate  95  improvements,  construction  of  a  truck 
inspection  and  weigh  station,  traffic  signal  installations,  and 
highway  resurfacing  --  all  of  which  would  upgrade  travel  through 
a  vital  part  of  the  Washington-Boston  corridor.   Additionally, 
five  airports  in  the  State  require  over  $12  million  worth  of 
renovations.   These  projects  alone,  the  State's  DOT  estimates, 
could  create  more  than  9,500  jobs  in  the  region. 

Another  important  project  for  which  DOT  needs  federal 
funding  is  the  development  of  a  State  Pier  in  New  London, 
Connecticut.   This  project  is  part  of  a  three- tier  port  authority 
program  to  stimulate  trade  and  tourism  in  an  area  that  has  been 
hurt  by  the  recent  downsizing  of  the  Electric  Boat  Shipyard  in 
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nearby  Groton,  Connecticut.  This  project  has  widespread  support 
and  has  generated  much  interest  in  a  state  with  a  high  volume  of 
capital  exports. 

The  city  of  Middletown,  Connecticut  is  also  in  need  of  DOT 
funding  to  develop  a  highway  overpass  that  would  connect  its 
downtown  area  with  the  Connecticut  River  waterfront.   The 
building  of  this  overpass  would  not  only  bring  a  thriving  tourism 
industry  to  the  area,  but  would  also  create  a  transportation 
center  linking  bus,  boat  and  possibly  train  travel. 

More  than  70  Connecticut  Department  of  Public  Works  projects 
totalling  $168  million  are  currently  ready  for  construction.   The 
bulk  of  these  projects  include  the  repair  of  our  state  colleges 
and  universities  to  alleviate  the  overcrowding  and  poor  living 
conditions  on  our  public  campuses.   These  repairs  are  long 
overdue.   In  my  district,  for  example,  the  University  of 
Connecticut  has  not  built  a  dormitory  for  twenty- two  years 
despite  extended  periods  of  high  enrollment.   To  make  matters 
worse,  the  State  has  been  unable  to  make  any  major  renovations  to 
dorms  built  in  the  early  1950 's. 

Investing  in  badly  needed  infrastructure  projects  is  the 
answer  to  Connecticut's  economic  problems.   Many  people  who  have 
lost  their  jobs,  or  are  about  to,  can  easily  be  put  back  to  work 
rebuilding  the  State's  roads  and  public  institutions.   Only  when 
these  important  foundations  are  repaired  and  expanded  can  we  hope 
to  maintain  long-term  economic  growth. 

As  the  Subcommittee  formulates  legislation  to  stimulate  our 
eiQQnQiny  thPQUgh  iRirastructure  development,  I  urge  you  to  put 
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together  a  package  which  will  help  Connecticut  rebuild  its 
highways  and  public  institutions,  and  create  jobs  for  its 
residents.   We  have  a  unique  opportunity  in  this  Congress  to  work 
with  the  new  Administration  to  put  our  highly  skilled  workforce 
back  on  the  job,  and  at  the  same  time,  make  our  infrastructure 
safe,  reliable  and  ready  for  the  21st  century.   I  look  forward  to 
working  with  the  Subcommittee  as  it  capitalizes  on  this 
opportunity. 

Again,  thank  you  for  allowing  me  to  testify. 
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Mr,  WI8B.  I  just  asked  Mr.  Olver,  I  had  asked  yo\i  a  question, 
and  I  appreciatd  your  patience,  and  if  you  had  any  rtiponse  to 
that. 

Mr.  Olver.  Thank  you,  Mr.  Chairman.  I  did  have  time  enough 
to  think  a  bit  about  it,  and  if  I  had  more  time  I  couid  probably  con- 
struct a  whole  list  of  agencies  to  which  you  could  give  money  in 
categorical  groups  that  might  do  great  projects. 

I  prefer  not  to  do  it  that  way,  particularly  because,  in  the  envi- 
ronmental area,  I  have  communities  who  are  under  mandate,  es- 
lentially,  to  put  in  a  water  filtration  plant,  But  even  in  the  envi- 
ronmental infrastructure  area,  it  is  not  the  most  critical  things  fbr 
those  communities  when  they  look  at  what  their  needs  are. 

So  I  personally  would  prefer  that  you  provided  broader  guide- 
lines in  these  allocations  in  order  to  allow  the  greater  flexibility  to 
do  the  things  that  are  most  necessary.  My  belief  is  that  the  more 
you  slice  it  up  in  different  agencies,  the  less  likely  you  are  to  be 
fble  to  meet  the  concept  of  a  90-day  window  opening  in  order  to 
get  construction  jobs  into  operation  during  this  season. 

Though,  again,  I  think  ii  you  are  doing  this,  you  should  be  look' 
ing  toward  the  1993  and  the  1994  construction  seasons  in  their  to- 
tality as  the  period  in  which  the  overall  economic  stimulus  ought 
to  run. 

I  think  how  you  allocate,  every  State  should  get  some,  but  I  do 
believe  it  ought  to  be  disproportionately  focused  towards  those 
which  have  had  the  deepest  and  longest  recessions,  the  longest  pe- 
riod of  unemployment  in  the  last— of  high  unemployment— in  the 
last  period  of  time.  And,  really,  because  of  what  I  said,  that  the 
total  amount  that  you  can  possibly  provide  for  this  kind  of  purpose, 
which  has  generally  been  written  to  be  in  the  $15  billion  to  $30  bil- 
lion range,  is  so  small  compared  with  the  total  infrastructure  need 
tiiat  is  identified  out  there,  that  the  guidelines  can  be  relatively 
broad,  can  go  from  the  State  and  then  to  the  communities,  maybe 
with  some  flexibility  so  that  if  communities  are  unable  to  get  the 
projects  out  that  quickly,  are  not  ready  to  do  it,  the  State  can  reas- 
sign them  some  place,  to  some  other  location. 

But  I  think  breadth  to  meet  the  most  pressing  needs  will  get  the 
stimulus  out  there  most  quickly  and  all  of  it,  because  the  total  we 
can  provide  is  relatively  small  compared  with  the  total  need  will 
all  provide  us  with  long-term  needs,  will  provide  us  with  projects 
which  are  important  in  the  long  run. 

Mr.  Wise.  I  would  Hke  to  make  an  editorial  comment,  which  is, 
I  agree  with  you.  My  concern  is  on  the  short-term  economic  stimu- 
lus package,  separated  from  what  I  assume  will  be  a  longer  term 
economic  growth  package,  on  a  short-term  package,  if  the  goal  is 
to  get  jobs  up,  get  jobs  in  America  signs  up  over  projects  that  are 
moving— and  we  are  speaking  of  the  infrastructure  piece  only;  not 
investment  tax  credits  or  others— it  seems  to  me  the  amount  we 
are  speaking  of  is  relatively  small  in  light  of  the  total  need. 

What  I  see  in  the  newspaper  today  is  a  $25  billion  to  $30  billion 
total  package,  and  I  am  assuming  the  infrastructure  piece  is  some- 
where between  4  and  10  in  there,  and  that  if  you— I  made  a  rough 
list.  If  you  allocate  that  amount  to  each,  to  the  many  agencies  that 
could  have  a  piece  of  it.  Farmers  Home,  RDA,  EPA,  HUD,  DOT, 
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ARC,  EDA — there  are  more,  I  know,  that  I  have  left  out — then  the 
money  will  be  all  gone  before  they  get  their  regs  promulgated. 

The  history  in  the  past  has  been  to  allocate — in  the  second  goal 
I  heard  from  the  Governors  yesterday  and  the  mayors  in  the  pre- 
vious hearing  was  to  have  maximum  flexibility,  and  so  it  would 
seem — so  that  they  could  apply  for  what  they  wanted  to  apply  for. 
It  would  seem  to  me,  then,  an  agency  such  as  the  EDA,  which  has 
been  the  conduit  in  the  past  for  Public  Works,  for  jobs  bills,  that 
that  might  be  a  better  approach  for  the  small,  relatively  small 
piece  that  will  be  assigned  to  infrastructure  into  getting  that 
money  out. 

That  is  an  editorial  comment. 

At  this  point,  let  me  make  this  as  flexible  as  possible.  Members 
will  have  to  come  and  go.  We  probably  have  a  vote  on  the  journal 
as  well. 

What  I  want  to  do,  if  there  is  no  objection  from  the  members  of 
the  committee,  is  to  proceed  ahead  with  the  Members,  and  for 
those  who  have  to  take  off,  that  is  fine. 

I  would  now  recognize  the  gentleman  from  Massachusetts,  Mr. 
Frank,  and  then  Mr.  Nussle,  and  I  thank  those  of  you  that  have 
come  already. 

TESTIMONY  OF  HON.  BARNEY  FRANK,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  MASSACHUSETTS,  AND  HON.  JIM  NUSSLE, 
A  REPRESENTATIVE  IN  CONGRESS  FROM  IOWA 

Mr.  Frank.  I  appreciate,  Mr.  Chairman,  your  convening  this. 

I  want  to  focus  my  remarks  on  the  long-term  part  of  it  and,  in 
particular,  I  want  to  talk  about  an  area  where  I  think  we  will  get 
bipartisan  agreement,  and  that  is  restoring  Federal  funding  for 
municipalities  that  are  under  orders  or  are  proceeding  to  comply 
with  the  Federal  Clean  Water  Act. 

This  is  where  a  number  of  principles,  I  think,  come  forward:  One 
is  the  principle  that  has  gotten  more  support  on  the  Republican 
side  sometimes  than  the  Democratic  side  but,  we  should  all  pay  at- 
tention to  it;  namely,  we  at  the  Federal  level  should  not  be  man- 
dating very  expensive  costs  on  our  lower  levels  of  government  with- 
out at  least  substantial  funding. 

The  Clean  Water  Act  is  now  one  of  the  most  glaring  examples 
of  Federal  mandate  that  is  totally  unfunded.  It  is  especially  rel- 
evant to  provide  funding  here  because  clean  water  is  hardly  a  local 
issue.  We  are  not  talking  about  cleaning  up  puddles;  we  are  talking 
about  rivers  and  oceans  and  bays.  Water  that  is  international.  And 
the  area  I  am  most  interested  in,  and  my  colleague,  Mr.  Blute,  and 
I  share  one  city,  the  city  of  Fall  River,  and  cleaning  up  the  water 
of  the  city,  as  he  knows,  has  a  lot  of  impact  on  the  State  of  Rhode 
Island  because  the  waters  are  intermingled. 

I  can  say,  in  addition  to  that  argument,  that  we  should  not,  at 
the  Federal  level,  be  imposing  things.  In  some  communities  the  his- 
tory of  this  legislation  is  that  it  originally  included  substantial  Fed- 
eral funding.  Then,  in  the  crunch  of  the  1980s,  that  was  taken 
away.  So  we  also  have  some  differential  effects.  Some  municipali- 
ties got  a  lot  of  Federal  money;  others,  because  they  came  later, 
didn't  get  it.  I  think  the  time  has  come  to  restore  it. 
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There  is  also  the  environmental  argument,  and  I  was  pleased 
meeting  with  an  environmental  coalition  to  see  this  was  high  on 
their  list.  People  should  understand  the  Clean  Water  Act  is  not  in 
the  Bible  ana  not  in  the  Constitution.  It  is  a  statute.  It  is  some- 
thing which,  having  been  put  forward  by  Conp-ess,  can  be  changed 
by  Congress. 

I  doivt  want  to  see  it  changed.  I  think  the  goals  of  the  Clean 
Water  Act  are  important  for  the  environment.  But  if  you  tell  people 
in  many,  many  or  the  municipalities  of  this  country  they  are  gomg 
to  have  to  fund  the  entire  impact  alone,  you  will  create  a  constitu- 
ency for  cutting  back  on  tiie  goals  of  the  Clean  Water  Act,  and  that 
would  be  a  mistedce. 

And  one  wav  to  avoid  that  is  for  the  Federal  Government  to  pick 
up  a  substantial  part  of  the  share.  Not  all  of  it,  because  tiie  munici- 
palities carrying  this  out  need  to  have  an  incentive  to  do  it  in  the 
most  efficient  way  and,  therefore,  it  should  be  a  cost-sharing  thing. 

Finally,  we  have  the  economic  impact,  which  is  so  important  for 
what  you  say  in  the  long-term  situation.  I  can  speak  for  the  city 
of  Fall  River,  as  Mr.  Blute  can;  I  can  speak  about  the  city  of  New 
Bedford  and  about  other  Massachusetts  municipalities  and  else- 
where 

At  a  New  England  Caucus.  Senator  Lieberman  said  this  is  im- 
portant. Even  in  Vermont  this  was  an  important  issue.  The  Gov- 
ernor of  Vermont  said  they  were  interested  in  clean  water.  It 
struck  me  this  may  bring  flush  toilets  to  all  of  Vermont  if  we  were 
able  to  fund  this. 

But  the  issue  we  have  is  that  in  cities  like  New  Bedford  or  Fall 
River,  older  urban  areas,  the  cost  of  Ml  local  share  of  compliuice 
with  the  Clean  Water  Act  is  so  great  that  jobs  will  disappear. 

There  is  no  combination  of  incentives.  Enterprise  zones,  invest- 
ment tax  credits,  job  training.  No  combination  of  incentives  con- 
ceivable that  could  offset  the  economic  harm  these  municipalities 
will  suffer  if  the  water  bills  go  up.  That  is  important,  obviously,  for 
businesses  that  use  a  lot  of  water. 

I  have  been  through  a  few  fishing  plants,  textile  plants.  Their 
water  bills  will  triple  and,  of  course,  we  will,  then,  get  a  declining 
cycle  because  these  are  user  fees  in  many  cases.  As  those  that  are 
able  to  move,  move  out,  the  cost  doesn't  go  down  of  the  plant,  and 
those  remaining  will  have  to  pay  an  even  larger  share. 

A  failure  on  our  part  to  restore  substantial  Federal  Ainding  to 
the  Clean  Water  Act  will  result  in  the  economic  devastation  of 
many  areas  already  most  vulnerable,  and  manv  of  those  areas  have 
already  taken  a  hit  because  of  economic  trading  patterns  and  bv 
national  policies  which  have  adversely  impacted  them  and  they  will 
be  further  adversely  affected. 

So  I  hope  when  the  committee  redoes  the  Clean  Water  Act  that 
it  will  be  putting  some  money  in— and  this  is  the  long-term  piece. 
As  a  memoer  of  the  Budget  Committee,  it  is  my  intention  to  work 
hard  to  see  that  there  should  be  a  budget  allocation,  obviously,  to 
be  triggered  by  your  committee's  action  and  later  the  Appropria- 
tions Committee.  And  while  there  are  other  important  issues,  it 
seems  to  me  the  Clean  Water  Act,  as  a  Federal  act,  is  one  where 
we  should  be  giving  it  a  very  high  priority. 
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I  intend  to  mention  this  to  the  Administration  and  I  am  pleased 
to  be  able  to  come  forward  here.  And  I  am  reminded  of  how  inter- 
state this  is,  because  when  I  grew  up  in  New  Jersey,  I  could  go 
about  two  miles  from  my  house  and  look  across  a  waterway  at  the 
home  of  Ms.  Molinari  in  Staten  Island.  So  I  am  reminded  of  that 
and,  to  the  Ranking  Member  of  the  Kill  van  Kull,  of  how  inter- 
national and  national  and  nonlocal  this  is. 

Mr.  Wise.  I  thank  the  gentleman  and  turn  to  Mr.  Nussle,  the 
gentleman  from  Iowa  for  his  statement. 

Mr.  Nussle.  Thank  you,  Mr.  Chairman.  I  want  to  thank  you  for 
affording  me  this  opportunity  to  discuss  investment  in  our  Nation's 
infrastructure,  and  I  commend  you  for  engaging  in  this  kind  of  a 
discussion  early  on  in  the  process. 

While  my  definition  of  infrastructure  extends  beyond  the  jurisdic- 
tion of  this  committee,  I  will  try  to  keep  my  comments  and  sugges- 
tions just  to  the  jurisdiction  of  this  subcommittee. 

Judging  fi'om  the  comments  of  the  Administration  and  other  con- 
gressional leaders,  the  question  before  us  does-  not  seem  to  be 
whether  or  not  we  are  going  to  have  a  short-term  economic  stimu- 
lus package  and  whether  it  will  move  through  Congress,  but  finally 
what  that  short-term  stimulus  package  will  look  like.  As  such,  I 
would  like  to  just  outline  some  thoughts  very  briefly  about  it. 

I  know  in  Iowa,  for  example,  the  development  of  the  Avenue  of 
the  Saints  and  the  development  of  Highway  63  corridors  are  suffi- 
ciently under  way  and  could  benefit  greatly,  both  in  terms  of  the 
short  term  and  long  term,  from  funding  and  additional  funding. 
And  while  the  Avenue  of  the  Saints  and  Highway  63  corridors  and 
other  projects  of  national  significance  will  benefit  from  this  funding 
at  this  time,  I  have  two  concerns  I  hope  the  subcommittee  will  heed 
during  its  deliberation  over  the  short-term  economic  stimulus  pack- 
age. 

First,  I  urge  the  subcommittee  members  to  distribute  these  funds 
in  an  equitable  manner.  I  recommend  using  the  formulas  estab- 
lished by  the  ISTEA  legislation.  This  will  allow  the  State  depart- 
ments of  transportation,  who  best  understand  the  transportation 
needs  of  their  State,  to  put  the  additional  funds  to  work  right 
away,  and  I  would  further  recommend  any  discussion  of  fairness  of 
those  formulas  be  postponed  until  another  more  appropriate  time. 

I  know  that  donor  States  have  worked  diligently  to  make  some 
of  the  changes  in  the  highway  formulas  during  the  consideration  of 
ISTEA,  but  I  also  believe  that  the  battle  has  not  yet  been  won,  and 
I  believe  a  truce  of  this  war  needs  to  be  made  until  a  more  appro- 
priate time  so  that  we  can  move  this  legislation  forward. 

Second,  I  also  urge  members  of  the  subcommittee  and  the  full 
committee  to  avoid  adding  new  projects  to  this  legislation.  While 
our  infrastructure  needs  are  great,  the  intent  of  a  short-term  stim- 
ulus package  is  to  create  jobs  and  economic  activity  immediately, 
and  that,  I  don't  believe,  can  be  accomplished  through  new  projects, 
in  my  judgment. 

I  make  the  second  point  in  part  as  a  reaction  to  an  article  that 
appeared  in  the  City  &  State  magazine  revealing  that  the  National 
Mayors  Conference  compiled  a  list  of  ready-to-go,  so-called,  infra- 
structure projects  that  include  projects  months  away  from  being 
ready.  Moreover,  this  article  further  reported  that  some  of  the 
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projects  identified  by  the  Mayors  Conference  are  not  of  any  na- 
tional significance. 

For  example,  we  picked  out  one  in  Fort  Wayne,  Indiana,  which 
identified  $27.1  milhon  for  park  improvements,  including  repairs  to 
a  children's  petting  zoo.  while  recreational  facilities  are  certainly 
a  part  of  a  communit/s  infrastructure,  I  don't  believe  that  such 
projects  should  compete  with  more  critical  highway  projects  at  this 
time.  And  I  believe  that  if  we  are  going  to  spend  these  additional 
fimds — and  some  economists  may  question  that  decision — we 
should  do  it  in  a  manner  that  is  fair  and  reasonable.  This  will 
allow  every  State  to  use  these  funds  to  expedite  these  projects, 
such  as  the  Avenue  of  the  Saints  or  Highway  63,  that  are  truly 
ready-to-go  projects,  projects  that  are  already  imder  way. 

It  has  been  my  pleasure  and  I  look  forward  to  your  decision  with 
regard  to  the  economic  stimulus  package,  and  I  have  also  included 
the  City  &  State  article  for  your  consideration. 

Mr.  Wise.  Thank  you. 

[The  article  referred  to  follows:] 
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Projects 


Continued  from  Page  1 
Senate  leaders,  the  Washington- 
based  USCM  asked  officials  in  cities 
of  30,000  or  more  residents  to  sub- 
mit lists  of  ready-to-go  projects.  By 
late  February,  the  total  reached 
7,252  projects  in  506  cities,  costing 
an  estimated  $12.9  billion  to  kick 
off  in  1992  and  creating  418,415 
jobs  in  the  same  year.  About  half  of 
the  work  identified  in  the  survey 
could  be  completed  within  a  year. 

Several  survey  responses  reveal 
interesting  comparisons.  For  exam- 
ple, Pittsburgh  identified  $182.6 
million  in  ready-to-go  projects, 
while  Fall  River,  Mass..  a  city  one- 
quarter  of  Pittsburgh's  size,  valued 
its  needs  at  nearly  the  same  amoimt 

However,  $130  million  of  FaU 
River's  $185.4  million  total  is  tied 
up  in  one  project  —  construction  of 
an  underground  storage  area  to  rid 
the  city  of  a  combined  sewer  over- 


flow problem.  And  that  project  is 


r  actually  several  months  away  from 
being  ready  for  construction.  Fall 
I     River  officials  admit 

Lists  may  be  incomplete 

Officials  in  several  cities  admow- 
ledge  their  lists  may  be  incomplete. 
Fort  Wayne,  Ind.,  senior  planner 
Gary  Stair  said  he  had  only  a  few 
days  to  gather  project  suhmissions 
frnn  the  city's  department  heads. 

"Tlie  definition  of  'ready-to-go' 
depended  on  each  department  I  left 
it  up  to  them,"  Mr.  Stair  said. 
"Usually  it  meant  the  project  had 
been  designed  or  was  »*wi<i«f  to  a 
project  we  had  already  done." 

tWo  small  items  on  the  city's  orig- 
inal roster  —  a  park  lighting  in- 
stallation and  an  airport  security 
fence  —  were  funded  this  year  with 
local  money,  "the  largest  projects  on 
the  city's  $65  million  list  remain 
$27.1  million  for  park  improve- 
ments,  including  additions  to  a  chil- 
dren's zoo.  and  $13.8  million  for 
street  resurfacing. 
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DRTi  Mr.  Wyss.  a  Foit  Wayne  na- 
tive, has  no  problem  with  ipenrting 
federal  doUan  on  mm  repair.  In- 
fraitnietore  inwiatuieot  a«  a  pereart- 
age  of  the  groa  national  product  has 
fallen  to  less  than  0.5%  nnee  1980 
from  1^%  in  the  1960a.  he  aid.  and 
cxumbUng  roads  and  bridges  mean 
lost  prodactivtqr.  But  Mr.  ^TM  qnea- 
tiaastteMt  o<  Ksnt  fidml  Bonqr 
OB  iccnnttoo  nani^  even  1b  ni  n^ 
metoOTL 

"HqMifinff  a  aoe  oajr  be  •  atee 
thing  to  do,  but  docs  it  impcovi  pv»> 
ductivitjrr  he  asked. 

Experts  say  if  Mr.  GUnton  is  to 
spend  up  to  no  billion  a  y«nr  on 
public-works  proieets  to  cmte  )oba, 
he  slwuld  focus  on  t;anspartatiaD, 
environmentAl  cleanup  and  other 
core  infrastructure  to  lend  a  lang- 
tenn  stimulus  to  the  ■'■■"■■■j 

PennsyWania  Oer.  Bebert  P. 
Casey,  wbu  has  made  insMttiictBV 
finanring  a  eaansBtOBe  of  his  ad- 
mioistntian,  stnana  pntsets  that 
The 


IB* 

bat 


/  state  poured  $90  million  into  and 
around  Pittsburgh's  new  aupuit  be» 
cans*  officials  predict  exploaiv* 
growth  near  the  facility,  lir.  Casey 
said. 

Officials  with  the  USCM  insist  it 
was  not  their  Job  to  pass  pidgment 
OB  each  dtjr's  list  of  proicets. 

"The  eontext  of  all  theat  protects 
is  their  ability  to  ctcatt  Jofaa."  said 
USCM  spokesman  Mlka  Biowa. 
"Wa  don't  interpret  Mr.  CUBtOD's 
words  about  infraatmetvr*  as 
naaBlng  ha  sinnwts  avwy  prafact 
on  oar  list" 

Nccnmy  to  prioritiM 

Most  dty  officials  agree  that 
soBwooe  at  some  point  will  have  to 
prloritlxe  the  projects  on  the 
USCirs  cuBtbename  list,  published 
in  two  thick  vohmiea.  How  that  will 
b*  aetalcvad  Is  aByoDo's  gaaa. 

"Ttaert  is  BotfalBg  that  say*  wtaan 
snmethtng  is  a  poric-band  ptotaet 
and  when  something  isn't,"  said 
Dob  Haider,  a  munher  of  the  t 
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tivc  committee  at  the  Inirastructure 

Technology  IntUtute.  a  federally  es- 

tabUahcd  clearinghouse  for  infra- 
■tnicture  reaearch  at  Northwestern 

Univemty,  Evanaton,  IlL 

On  nearly  every  city's  list  appear 
one  or  two  projecU  that,  if  they  are 
not  porfc,  probably  cannot  be  cou- 
pled with  roads,  bridges,  sewer  lines 
ot  other  core  iBfrastrueture. 

HeMling  the  list  of  1129.8  mUlion 
ia  proiccu  for  Oakland,  Calif.,  is 
$73  million  for  City  Hall  work. 
Some  money  would  be  used  to  re- 
pair damage  from  the  1988  San 
Francisco  Bay  area  earthquake, 
while  some  would  help  add  seismic 
sticngthcning  to  the  building.  Mis- 
cellaneous parks  and  recreation  im- 
provements also  dominate  Oak- 
land's list,  with  items  such  as 
construction  of  an  8.000-square- 
foot  cammunity  center  and  the  re- 
sodding  of  nine  ball  fields. 

iBduded  among  Pittsburgh's  list  of 
bridge  repairs  and  street  icooostruc- 
ttoBS  is  S4.6  miUloa  under  the  cate- 
§aty  "stadium  iwiksliisii  rampa." 

Ttny  Lorinoe,  capital  budget  su- 
pervisor, said  the  dty  wants  to  up- 
grade walkways  that  visitors  to 
lluee  Rivers  Stadium  use  to  teach 
the  stadium  fnm  downtown. 

While  the  moat  expensive  items  on 
both  Pittsburgh's  and  Fall  River's 
lista  aeem  Justifiable  as  productive 
'o'lutntcture,  both  seem  far  from 
being  ready  to  go. 
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Intermodal  tnnsportadoii 

FltUburgfa  offidaix  are  discusting 
a  ISO  milUan  intennodal  tnnspor- 
tatlon  piD)ect  that  would  link  outly- 
ing higbwayi  to  downtown  public 
transportation.  But.  Mr.  Lorince 
added.  "We  need  to  get  started  on 
tlie  intennodal  center.  We've  been 
•tndying  it  for  the  last  two  years." 

In  Fkll  River,  officials  listed  the 
QBderground  stovage  area  for  com- 
bined sewer  overflows  even  tliough 
the  project  has  not  been  designed. 
"We  could  probably  do  the  design 
within  six  montlis."  said  aty  Ad- 
ministrator Robert  L.  Connors. 
"Obviously  that  project  is  less 
leady-to-go  than  some  others." 

Northwestem's  Mr.  Haider  be- 
lieves many  cooununities  imderesti- 
mate  the  speed  with  which  they 
could  spend  federal  money  on  put>- 
lic  worics.  At  the  Chicago  Transit 
Autliohty  the  average  turnaround 
time  from  the  moment  a  bid  request 
is  sent  out  to  the  start  of  construc- 
tkn  is  three  years,  he  said. 

The  only  way  Washington  or  sUte 
and  local  governments  can  speed 
thingi  op  is  to  wispend  environmen- 
tal reviews,  biddttng  requirements 
and  other  checks  that  slow  the  pro- 
een,  Mr.  Haider  believes. 

"We  usually  short-circuit  the 
rules  only  in  times  of  crisis,"  Mr. 
Haider  said.  "If  the  administration 
were  to  call  for  this,  it  would  be  at 
loggerheads  with  the  vice  president- 
elect" because  Albert  Gore  Jr.  is  an 
environmentalist. 

Others  suggest  that  eliminating 
federal  m«t<>hi»ig  requirements,  like 
the  20%  state  share  for  highway 
projects,  would  loosen  the  infra- 
structure logjam. 

But  analysts  like  Mr.  Wyss  believe 
matrhing  funds  ensure  local  account- 
afaiUty  in  infrastructure  planning. 

"If  a  sUte  or  local  government  is 
not  willing  to  come  up  with  a  por- 
tion of  the  money  (or  a  project,  tliat 
to  me  says  something  about  the 
project's  wortli."  Mr.  Wyss  said. 

While  some  mayors  are  hoping 
SanU  Claus  arrives  late  this  winter 
(at  the  Jan.  20  inauguration,  to  be 
exact),  many  realize  they  cannot 
simply  hand  over  a  list  of  7,000-plus 
projects  and  expect  funding. 

"If  you're  going  to  use  the  USCM 
list  as  a  guideline,  give  cities  an- 
other opportunity  to  repriohtize  the 
projecu,  "  argued  Mobile.  Ala.. 
Mayor  Michael  Dow. 

llien  he  added  a  strong  caveat. 
"We  ought  to  look  at  the  scale  of 
these  projects,  so  we  don't  do  any- 
thing that  threatens  to  push  the 
country  further  into  debt"  ■ 


472 

Mr.  Wise.  To  the  gentleman  from  Massachusetts,  I  was  struck  by 
something  vou  said.  As  I  recall,  the  original  construction  grant  pro- 
gram was  $5  million  a  year.  It  was  then  cut  as  a  construction,  as 
a  grant  program,  or  I  think  at  that  point  it  was  75  Federal,  25 
local.  It  was  then  cut  to  $2.4  billion  a  year  and  then  went  to  55 
Federal,  45  local,  except  in  certain  situations,  and  then,  of  course, 
was  converted  into  the  State  revolving  fund,  which  is  80/20,  and 
that  is  set  to  expire  in  1994. 

Do  you  have  some  thought  on  what  the  allocation  ought  to  be? 
Hopefully,  the  Congress,  this  committee,  will  be  reauthorizing  that 
act.  Do  you  have  any  thoughts  on  the  allocation,  particularly  for 
hard  hit  areas? 

Mr.  Frank.  I  think  we  should  get  it  up  to  at  least  the  70  percent 
figure.  And  as  you  point  out,  and  you  have  the  figures  better  than 
my  recollection,  but  it  is  not  just  the  change  in  the  ratio,  but  we 
have  shifted  from  a  grant  to  a  loan.  So  that  is  an  even  bigger  hit 
on  these  communities.  I  would  like  to  see  something  like  75  per- 
cent. 

I  think  the  States  ought  to  be  asked  to  put  some  of  it  in,  and 
user  fees  are  a  relevant  part  of  this.  We  want  people  to  understand 
water  is  a  limited  resource.  We  don't  want  people  to  use  it  without 
regard  to  the  replacement  cost  and  the  treatment  cost,  and  we 
don't  want  people  to  be  building  plants  without  some  budget,  but 
we  should  return  to  at  least  a  75  percent  Federal  share  as  a  rea- 
sonable  thing  over  the  long  haul. 

We  are  talking  here — and  it  doesn't  necessarily  have  to  be  put 
all  up-front  in  the  budget.  Again,  part  of  this  is  we  have  commu- 
nities that  want  to  be  economically  viable  to  a  great  extent  and  to 
provide  places  of  emplojnment. 

In  Boston,  by  the  way,  they  have  started  digging  wells.  This  has 
become  an  issue  in  Boston.  Some  of  the  enterprises  in  Boston  are 
digging  wells  not  for  drinking  but  for  washing  and  other  things  be- 
cause of  the  cost,  and  that  raises  health  hazards  and  other  prob- 
lems. 

The  Federal  money  doesn't  all  have  to  come  up-front,  because 
many  of  those  projects  can  be  bonded,  and  we  can  talk  about  a  pay- 
ment schedule  over  a  period  of  time  when  payments  come  back  in. 
But  I  think  a  75  percent  grant  program  is  an  appropriate  one  for 
a  program  of  this  magnitude. 

Mr.  Wise.  To  the  gentleman  from  Iowa,  in  terms  of  projects 
ready  to  go,  do  you  have  anv  particular  criteria  to  suggest  for  de- 
termining what  those  would  be?  The  theme  seems  to  have  been 
from  the  witnesses  that  have  appeared,  the  Governors  yesterday, 
the  mayors  before  that  and  others,  some  Members,  is  that  there 
ought  to  be  a  lot  of  flexibility  given  to  States  to  decide  what  it  is 
they  need  as  opposed  to  trying  to  fit  the  criteria  of  any  particular 
Federal  agency.  Also,  in  a  short-term  package  versus  a  long-term, 
but  in  a  short-term  package  you  want  to  move  quickly,  and  the 
States  have  on  their  shelves  the  projects  they  know  are  ready  to 
go. 

You  raise  a  point  of  concern,  and  I  wondered  if  you  have  some, 
how  you  would  define  a  project  ready  to  go  that  would  be  eUgible 
fbr  this  type  of  funding? 
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Mr.  NUSSLE.  It  has  to  be  a  project  that  has  been  previously  ap- 
proved by  this  committee  or  at  least  discussed  at  some  time  and 
approved  at  least  through  part  of  the  process.  I  would  love  it  to  be 
limited  to  those  projects  that  have  already  been  approved  and 
signed  and  money  is  already  flowing. 

My  concern,  as  a  bottom  line,  is  that  this  will  be  a  bill  that  quite 
a  bit  of  pork  barrel  legislation,  or  there  can  be  pork  barrel  projects 
attached  to,  not  because  we  are  concerned  about  infrastructure,  not 
because  we  are  concerned  about  creating  jobs,  but  we  are  concerned 
about  keeping  our  own  job  and  getting  reelected,  which  seems  to 
be  quite  a  concern  around  here. 

I  have  that  concern  as  well  as  I  am  sure  every  other  Member, 
but  I  don't  think  that  should  be  the  overriding  concern  today  with 
a  short-term  economic  stimulus  package.  It  needs  to  be  to  create 
those  jobs.  And  based  on  what  I  have  been  able  to  read  and  glean 
from  other  testimony  before  other  committees,  other  economists,  al- 
though they  oftentimes  differ,  it  appears  the  best  way  to  provide 
that  is  through  projects  that  are  under  way. 

So  I  will  leave  you  with  the  definition  in  your  judgment,  but  I 
believe  it  should  be  projects  that  have  been  approved  and  money 
is  already  flowing. 

Mr.  Wise.  I  appreciate  that. 

Ms.  Molinari. 

Ms.  Molinari.  I  only  wanted  to  thank  my  colleagues  for  their 
comments.  We  are  starting  to  get  to  the  core  of  this  issue  with  ev- 
eryone coming  forth  in  the  last  few  days  to  testify  on  projects  or 
give  their  suggestions,  and  I  think  one  of  the  things  that  Congress- 
man Frank  pointed  out,  and  I  could  not  agree  more  is  that  every- 
one has  come  forth  to  say  the  Federal  Government  should  fully 
fund  all  these  projects. 

I  think  that  that  puts  us  into,  obviously,  two  difficult  spots: 
Number  one,  there  will  be  less  projects  we  are  able  to  afford  to 
fund,  if  we  totally  reduce  the  obligation  of  any  municipality  or 
State;  and,  number  two,  I  think,  Jim,  that  is  when  we  get  into  the 
problem  of  States  or  municipalities  picking  projects  that  are  prob- 
ably not  higher  on  their  priority  list. 

If  we  engage  local  and  State  governments  in  some  sort  of  finan- 
cial obligation,  they  are  going  to  be  a  little  more  committed  to 
choosing  those  projects  that  are  the  most  worthwhile  in  terms  of 
the  long-term  prosperity  and  viability  of  a  State  or  city. 

So  I  think  that  is  something  as  a  Congress  we  have  to  start  to 
focus  in  on.  While  it  sounds  well  and  good  to  say  the  Federal  Gov- 
ernment should  come  in  and  rescue  States  and  cities  from  their  fi- 
nancial doldrums,  we,  obviously,  have  a  problem,  if  not  a  larger 
problem  economicsilly,  than  any  one  of  those.  So  I  think  that  is  an 
issue  we  have  to  pay  attention  to  when  we  discuss  this  stimulus 
package. 

Mr.  Wise.  The  Chair  recognizes  the  gentlewoman  from  Florida, 
Miss  Brown,  for  any  questions  she  might  have. 

Ms.  Brown.  No  questions,  Mr.  Chairman,  at  this  time. 

Mr.  Wise.  Gentleman  from  Massachusetts,  Mr.  Blute. 

Mr.  Blute.  Thank  you,  Mr.  Chairman.  Let  me  just  agree  strong- 
ly with  my  distinguished  colleague  from  Massachusetts  about  the 
effect  of  living  up  to  the  Clean  Water  Act  mandates  on  a  city  that 
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we  ihare.  the  city  of  FaII  River.  It  hai  potentially  devastating  ef- 
feoti  on  that  olty.  The  oltv  already  li  in  financial  trouble,  ha^  a 
high  unemployment  rate,  is  trying  to,  ai  he  laid,  educate  (In  kids 
reasonably,  and  already  hai  tremendoui  economic  problamn,  And 
this  huge  coit  aieociated  with  thii  Federal  Clean  Water  Act  is  real- 
ly  going  to  cripple  the  city,  if  it  hasn't  already,  and  I  just  want  to 
aik  my  colleague.  Congressman  Frank,  to  speak  to  that. 

He  has  represented  this  city  for  a  lot  longer  than  T  have,  and  I 
wonder  if  he  can  comment  on  the  impact  of  that  on  the  cii  y  to  nnw 
up  with  this  kind  of,  these  types  of  resourcen? 

Mr.  Frank.  Certainly.  As  you  know,  wo  nw  talking  here  about 
some  of  the  industries  which  are  hea\7  users  of  water,  the  textile 
and  garment  area.  The  finishing  business.  I  have  talked  to  several 
of  the  companies,  and,  in  some  cases,  their  water  bills  are-  these 
are  not  speculations— are  going  to  triple  or  quadruple.  Any  profit 
they  make  will  Just  disappear,  and  what  then  happens  is  they 
leave.  Some  of  these  people  will  leave. 

They  have  reasons  to  leave  anywav.  The  textile  and  garment  in- 
dustry has  been  hit  hard  in  the  Northeast.  The  textile  industry  has 
been  disfavored  by  Federal  policies  of  a  variety  of  sorts  over  the 
years.  As  they  leave,  the  people  left  behind  have  to  pick  up  their 
costs  because  the  cost  of  me  physical  plant— there  is  no  great  de- 
crease in  the  cost  of  these  plants  when  there  are  fewer  users,  and 
the  result  will  be  a  drastic  loss  in  industry  in  communities  already 
in  double  numbers  of  unemployment. 

Mr.  Blutb.  For  example,  one  of  the  manufacturers  said  their 
water  assessments  would  go  up  overnight  in  one  year  from 
$400,000  a  year  to  a  million  dollars  a  year  and  that  they  could  not 
realistically  stay  in  the  city.  So  I  think  what  you  see  is  if  some- 
thing lent  done  on  the  reauthorisation  and  ftmding  it,  there  would 
be  a  downward  spiral  for  a  city  that  is  already  in  trouble.  I  don't 
think  we  can  allow  that  to  happen  to  our  older  urban  areas. 

Mr.  Frank.  And  many  of  my  Mends  have  said  we  want  to  make 
sure  that  the  public  does  not  see  a  conflict  between  environmental 
cleanup  and  Jobs.  And,  logically  done,  there  shouldn't  be.  The  envi- 
ronmental enorts  are  helpfUl,  but  the  current  structure  of  the 
Clean  Water  Act  makes,  unfortunately,  environmental  cleanup  in 
tiie  short-term,  in  some  localities,  the  enemy  of  emplovment. 

And  we  are  the  ones  sitting  here  who  have  the  ability  to  reverse 
that,  and  people  should  understand  the  environment,  then,  is  at 
risk.  Because  in  some  parts  of  the  country  you  will  drive  people 
away  from  the  kinds  of  support  they  should  be  giving  on  the  merits 
of  tne  environment  and  we  can  make  them  harmonious  again, 
lliese  prefects  will  employ  people  themselves. 

That  is  why  the  clean  water  projects,  like  some  of  these  others, 
have  a  dual  impact:  One,  they  employ  people  in  the  course  of  carry- 
ing them  out,  but  they  also  signincantly  improve  conditions  In 
which  other  work  can  be  carried  out  subsequently' 

Mr.  Blutb.  Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  would  just  like  to  add  my  concurrence  with  the  gen- 
tleman from  Massachusetts,  but  also  want  to  note,  in  terms  of  a 
short-term  package,  it  would  seem  to  me  the  Clean  Water  Act 
gives,  and  increased  fUnding  can,  for  these  projects,  give  us  the  op- 
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portunity  to  quickly  get  some  projects  moving.  Every  community  in 

my  State  is 

Mr.  Frank.  Is  ready  to  go.  As  long  as  you  agree  with  this  one, 
because,  certainly,  it  would  not  make  much  sense  to  do  that  in  the 
short  term  unless  it  is  continued  in  the  long  term.  You  don't  want 
them  to  accelerate  and  then  cut  them  back. 

Frankly,  look,  there  are  some  municipalities  I  know  of  where 
there  are  debates,  there  are  members  of  city  coimcils  saying  that 
they  will  go  to  prison — not  an  unheard  of  place  for  members  of  city 
councils  in  some  places  in  the  past,  but  perhaps  for  different  rea- 
sons— sorry,  counselor — and  the  fact  is  that  the  novelty  that  Fed- 
eral help  is  coming  would  speed  these  projects  up  because  some  of 
the  obstacles  are  not  just  the  physical  construction  obstacles  but 
political  and  legal  delays  by  people  who  say  I  will  not  commit  my 
city  to  that  vast  expenditure.  If  you  can  tell  them  funding  is  now 
in  place,  you  will  get  much  quicker  responses. 

Mr.  Wise.  I  thank  the  gentlemen  who  have  testified.  I  am  now 
going  to  turn  to  Ms.  Brown  for  an  opening  statement,  if  she  wishes 
to  make  one,  and  if  you  wish  to  stay  or  go,  Mr.  Nussle,  Mr.  Frank, 
please  do. 

Turning  to  the  gentlewoman  from  Florida,  who  I  greatly  appre- 
ciate for  her  interest  in  this  committee  and  her  faithful  attendance 
at  this  hearing. 

Ms.  Brown.  Thank  you,  Mr.  Chairman,  and  I  want  to  commend 
you  for  your  leadership  on  this  committee.  These  hearings  are  es- 
sential and  important  and  I  want  to  commend  you  for  your  leader- 
ship in  this  area. 

I  have  a  brief  oral  statement,  and  I  realize  I  am  singing  to  the 
choir,  but,  just  the  same,  I  want  to  do  that,  emd  I  have  a  written 
statement  I  want  to  submit. 
Mr.  Wise.  It  will  be  made  part  of  the  record. 
Ms.  Brown.  Mr.  Chairman,  the  time  is  now  to  create  jobs,  get 
the  economy  moving  and  set  the  course  for  long-term  prosperity.  In 
pure  economic  terms,  we  have  now  been  out  of  the  recession  for  23 
months,  yet  growth  continues  to  hover  around  a  dismayed  two  to 
three  percent.  As  Lawrence  Hunter,  chief  economist  for  the  U.S. 
Chamber  of  Commerce  testified  before  the  committee  last  month, 
this  coimtry  is  experiencing  the  lowest  post-Cold  War  recovery  on 
record. 

In  addition,  I  would  note  that  most  economists  believe  that  such 
a  growth  rate  does  not  create  jobs.  In  looking  at  this  Nation's  un- 
employment figures,  I  tend  to  agree.  The  December  unemployment 
rate  of  7.3  percent  is  higher  than  it  was  13  months  ago.  Further, 
there  are  200,000  fewer  jobs  in  the  economy  than  there  were  at  the 
end  of  the  recession  23  months  ago. 

In  the  minority  community,  the  economic  number  is  of  dismay. 
The  unemployment  rate  for  blacks  is  14.2,  almost  double  the  over- 
all unemployment  rate.  Even  more  shocking  is  the  fact  32.7  percent 
of  all  blacks  live  in  poverty  as  compared  to  a  9.4  percent  rate  for 
whites. 

The  point  is,  current  economic  stagnation  is  having  an  incredible 
profound  effect  on  the  minority  commimity,  a  community  which 
makes  up  more  than  half  of  my  congressional  district.  Given  the 
fact  that  the  Congressional  Budget  Office  estimates  that  each  per- 
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centage  point  of  vinemployment  adds  $50  billion  to  the  deficit, 
something  had  better  change  fast.  In  order  to  do  this,  the  focus  of 
this  committee,  the  Congress,  and  the  President  should  be  on  a 
quick  passage  of  the  economic  stimulus  package. 

And  let  me  say  this  is  not  spending  for  the  sake  of  spending. 
These  are  investments  in  America  that  are  long  overdo.  And,  once 
again,  I  want  to  commend  you  and  Chairman  Mineta  for  your  lead- 
ership in  this  area.  Thank  you. 

Mr.  Wise.  I  thank  you  and  know  you  prefaced  your  remarks  by 
saying  you  knew  you  were  singing  to  the  choir.  Could  I  echo  halle- 
lujah? 

[Ms.  Brown's  prepared  statement  follows:] 
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statement  of  the  Honorable  Corrine  Brown 

House  Economic  Development  Subcommittee 

February  3,  1993 


Mr.  Chairman:  I  want  to  thank  you  and  the  ranking  member  Susan 
Molinari  for  continuing  to  hold  these  most  important  hearings. 
Economic  stimulation  must  be  our  primary  concern  right  now  and  our 
Committee ' s  work  continues  to  provide  valuable  insight  into  how  to 
construct  a  growth  package.  Further,  I  think  it  is  critical  that 
we  continue  to  establish  jurisdiction  for  such  legislation  and  I 
applaud  you  for  taking  the  leadership  on  that.  I  also  want  to 
thank  the  full  committee  chairman,  Mr.  Mineta  and  the  proactive 
role  he  continues  to  play  in  keeping  infrastructure  Investment,  job 
growth  and  economic  stimulation  at  tne  forefront  on  this  Nation's 
public  policy  agenda. 

Mr.  Chairman,  throughout  last  year's  presidential  campaign. 
Bill  Clinton  did  not  miss  a  day  without  highlighting  the  anemic 
nature  of  the  American  economy.  President  Clinton  focused  his 
message  on  our  sluggish  economic  growth  rate,  the  stagnate 
unemployment  rate  and  a  quality  of  life  which  refuses  to  improve. 
By  and  large,  Clinton's  victory  was  predicated  on  the  American 
people's  desire  to  pull  out  of  this  disastrous  slump  and  quickly 
ascend  toward  economic  progress.  Fortunately  Clinton  had  a  plan; 
a  plan  which  focused  on  infrastructure  investment  as  the  answer  to 
short-term  job  growth  and  economic  stimulation  as  well  as  long-term 
economic  prosperity.    Across  the  Country,   this  message  was 
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delivered  and  enthusiastically  received. 

Now  that  the  campaign  is  over.  President  Clinton  is  working  to 
convert  his  rhetoric  into  workable  public  policy.  Yet  his 
challenge  will  be  to  successfully  confront  what  has  become  a 
dramatically  polarized  situation.  Some  Clinton  advisors  are 
telling  the  new  President  to  cut  the  budget  deficit  at  any  cost  and 
that  dramatic  reductions  in  government  spending  are  the  only  way  to 
spur  the  economy.  Others  are  advising  President  Clinton  to  enhance 
government  spending  in  the  short-term  in  order  tc  reduce  the 
deficit  and  expand  the  economy  in  the  long-term. 

It  is  the  latter  of  these  two  philosophies  that  President 
Clinton  preached  throughout  the  Summer  and  Fall  of  1992  and  it  is 
to  that  philosophy  which  he  should  now  adhere.  If  he  continues  to 
follow  this  course  jobs  will  be  created,  the  economy  will  grow  and 
the  deficit  will  be  significantly  reduced. 

In  order  to  clearly  understand  why  an  economic  stimulus 
package  is  necessary,  it  is  important  to  review  some  recent 
statistics.  In  pure  economic  terms,  our  Nation's  most  recent 
recession  ended  23  months  ago.  However,  since  that  time,  according 
to  Lawrence  Hunter,  chief  economist  for  the  U.S.  Chamber  of 
Commerce,  "The  U.S.  economy  has  experienced  the  slowest  post-Cold 
War  recovery  on  record."  In  this  post-recessionary  period, 
economic  growth  has  hovered  between  two  and  three  percent.  While 
that  may  seem  positive,  consider  that  most  economists  advise  that 
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it  takes  growth  far  greater  than  three  percent  to  consistently  add 
Jobs  to  the  economy.  Put  simply,  our  current  growth  rate  is.not 
enough  to  put  people  back  to  work  and,  unfortunately,  there  seems 
to  be  no  hope  for  optimism  in  the  near  future.  The  Congressional 
Budget  Office,  the  Blue  Chip  Consensus  and  other  leading  economic 
forecasters  predict  a  growth  rate  of  between  two  and  three  percent 
for  the  rest  of  1993. 

Proof  of  the  economy's  inability  to  create  jobs  may  be  seen  in 
our  consistently  stagnate  unemployment  rate.  December's  rate  of 
7.3%  is  higher  than  it  was  13  months  ago.  Even  more  startling  is 
the  fact  that  there  are  actually  200,000  fewer  jobs  in  the  economy 
today  than  there  were  at  the  end  of  the  recession  23  months  ago. 
This  7.3%  figure  would  actually  be  a  relief  in  some  of  the  counties 
in  my  district.  Two  of  my  counties  have  unemployment  rates  higher 
than  eight  percent  and  five  others  have  rates  which  exceed  seven 
percent . 

For  the  minority  community,  the  economic  numbers  are  even 
worse.  The  unemployment  rate  for  blacks  is  14.2%  —  almost  double 
the  overall  unemployment  rate.  Even  more  shocking  is  the  fact  that 
32.7%  of  all  blacks  live  in  poverty,  as  compared  to  a  9.4%  poverty 
rate  for  whites.  Unfortunately,  according  to  Dr.  Margaret  Simms, 
the  director  of  research  programs  at  the  Joint  Center  for  Political 
and  Economiic  Studies,  these  numbers  do  not  tell  the  whole  story. 
She  pointed  out  in  testimony  last  year  before  the  House  Post  Office 
and  Civil  service  Committee  that  the  poor  are  getting  poorer  and 
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the  stagnate  economy  is  having  its  greatest  impact  on  the  minority 
community. 

Aside  from  the  social  consequences  of  the  disastrous 
unemployment  rate,  there  are  economic  costs  as  well.  According  to 
the  Congressional  Budget  Office,  each  percentage  point  of 
unemployment  add  $50  billion  to  the  deficit.  Such  a  compelling 
statistic  forces  us  to  begin  creating  new  jobs. 

The  time  to  reverse  this  ominous  trend  is  now  and  the  best  way 
to  do  it  is  through  meaningful  short-term  and  long-term 
infrastructure  investment.  The  reason  for  this  is  simple  --  there 
is  a  vast  amount  of  infrastructure  rehabilitation  work  that  needs 
to  be  done  and  such  an  investment  is  the  quickest,  most  effective 
way  to  create  jobs  and  strengthen  the  economy. 

Consider  the  following  numbers:  According  to  a  recent  report 
by  the  Federal  Highway  Administration,  there  are  265,000  miles  of 
pavement  considered  to  be  at  or  below  accepted  engineering 
standards  for  cost-effective  maintenance.  In  addition,  there  are 
238,000  bridges  rated  as  structurally  deficient  or  functionally 
obsolete.  Research  from  the  Federal  Transit  Administration 
Indicates  that  over  12,000  transit  buses  currently  in  use  are  older 
than  12  years  --  the  recommended  replacement  age.  The  Federal 
Aviation  Administration  has  determined  that  23  of  the  nation's  top 
100  airports  are  unacceptably  congested  and  that  the  number  of 
congested  airports  will  rise  to  40  by  the  end  of  the  decade  if 
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oignif leant  capacity  Investments  are  not  made.  The  Environmental 
Protection  Agency  estimates  that  over  $80  billion  in  public 
wastewater  treatment  facilities  will  be  required  over  the  next  20 
years,  yet  current  funding  is  not  keeping  up  with  the  needs. 
Beyond  these  amazing  numbers,  it  is  fair  to  say  that  almost  every 
city  and  town  across  the  Country  could  submit  monstrous  lists  of 
infrastructure  needs  which  include  new  and/or  rehabilitated 
schools,  libraries,  housing,  public  health  facilities,  storm  water 
protection,  local  roads  and  the  like. 

According  to  a  recently  released  study  by  the  American 
Association  of  State  Highway  and  Transportation  Officials  (AASHTO), 
the  50  states  could  together  spend  $8.5  billion  more  on  federal-aid 
highways  this  year  than  is  currently  available.  For  my  home  state 
of  Florida,  this  year's  highway  needs  exceed  available  funds  by 
almost  $161  million.  The  AASHTO  study  further  indicates  that  if 
the  federal-aid  highway  program  was  expanded  through  1996,  an 
additional  $22.8  billion  worth  of  "ready  to  go  projects"  could  be 
funded. 

Infrastructure  is  a  publicly  owned  commodity  and  just  as  we 
share  the  roads,  bridges  and  highways  we  also  share  the  added  cost 
of  deficiencies.  The  Federal  Highway  Administration  reports  that 
the  cost  of  congestion  in  terms  of  delayed  travel  and  fuel 
consumption  in  the  Country's  39  largest  metropolitan  areas  was  over 
$34  billion.  Citing  U.S.  Department  of  Transportation  data,  Robert 
A.  Lutz,  president  of  Chrysler  Corporation  and  chairman  of  the 
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Highway  Users  Federation,  recently  said  that,  "...  if  our  roads 
continue  to  deteriorate,  by  1995  [we  will  experience]  a  loss  of  3.2 
percent  in  gross  national  product,  5.9  percent  in  disposable  income 
and  2.7  percent  in  manufacturing  productivity."  Airport 
congestion,  according  to  the  FAA,  creates  $1.5  billion  in 
additional  costs  to  the  airlines  per  year.  This  is  an  expense  that 
an  already  financially  strapped  industry  can  ill  afford  to  bear  any 
longer . 

It  is  clear  from  all  that  I  have  said  today  that  our  Nation's 
significant  unemployment  rate  and  infrastructure  deficiencies  are 
contributing  to  our  mammoth  federal  debt.  In  order  to  brighten  the 
economic  future  for  everyone,  I  propose  that  we  follow  the  plan 
carefully  developed  by  Chairman  Mineta  and  share  it  with  anyone  who 
will  listen,  just  as  he  has  shared  with  President  Bill  Clinton, 
Budget  Director  Leon  Panetta  and  others. 

The  Chairman  has  proposed  a  policy  of  short-term  and  long-term 
infrastructure  investment  which  makes  sense.  The  policy  creates 
jobs,  stimulates  the  economy,  reduces  the  deficit  and  improves  the 
Nation's  infrastructure. 

The  Mineta  plan  would  create  a  short-term  stimulus  in  the 
following  manner: 

*  a  $5  billion  investment  in  repaving,  resurfacing  and 

rehabilitation  highway,  bridge  and  transit  projects  which 
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could  begin  inunediately; 

*  an  $800  million  investment  to  fund  repaving,  resurfacing 
and  other  job-intensive  projects  at  out  Nation's  airports; 

*  a  $5  billion  infrastructure  program  designed  to  assist 
state  and  local  governments  for  the  construction, 
rehabilitation  or  repair  of  a  wide  range  of  important 
public  facilities  like  those  I  mention  earlier  in  my 
testimony  and 

*  a  $1  billion  increase  in  water  pollution  control  needs. 

To  complement  the  short-term  strategy,  Mineta  advocates  both 
the  full  funding  of  and  additional  funding  for  federal  programs 
already  in  place  and  authorized  by  Congress.   These  include: 

*  the  full  funding  of  the  Intermodal  Surface  Transportation 
and  Efficiency  Act  of  1991; 

*  the  full  funding  of  the  Airport  Improvement  Program  and 

*  a  $4  billion  per  year  investment  in  water  pollution 
improvement  and  construction  needs. 

All  told,  this  program  advocates  a  $16  billion  infrastructure 
investment  in  1993  and  would  immediately  create  almost  1  million 
new  jobs.  In  addition  to  those  jobs,  the  long-term  investment 
would  create  another  50,000  jobs  per  year  as  long  as  the  investment 
continues.  In  terms  of  deficit  reduction,  this  program  helps  to 
solve  the  problem.  The  reduced  unemployment  would  reduce  the 
deficit  by  $50  billion  in  the  first  year  alone. 
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In  terms  of  economic  growth,  this  plan  is  also  a  winner. 
According  to  the  Congressional  Research  Service,  new  infrastructure 
investment  positively  affects  industries  accounting  for  more  than 
80%  of  the  U.S.  economy.  Further,  a  September,  1992  forecast 
released  by  the  economic  forecasting  firm  of  DRI/McGraw  Hill,  Inc. 
indicates  that  for  every  $1  billion  in  new  infrastructure  spending, 
$2.43  billion  is  added  to  the  economy.  In  addition.  Congressional 
Budget  Office  data  indicates  that  a  change  in  economic  growth  of 
only  one  percentage  point  decreases  the  deficit  by  $100  billion  per 
year.  With  these  figures  in  mind,  imagine  what  a  $16  billion  first 
year  infrastructure  investment  and  significant  investments  in 
future  years  would  do  for  the  economy! 

It  is  time  to  stop  talking  about  the  need  to  lessen  our 
Nation's  woes  and  get  on  with  the  business  of  actually  solving  the 
problem.  The  plan  outlined  above  does  what  the  American  people  are 
asking  for  and,  therefore,  should  be  the  focus  of  this  Committee, 
the  Congress  and  the  President.  Again,  I  appreciate  the  time  and 
dedication  of  this  Committee  and  its  leadership.  I  look  forward  to 
being  a  part  of  the  progress! 


485 

Mr.  Wise.  I  recognize  the  gentleman  from  Kentucky,  Mr.  Maz- 
zoli,  and  we  are  delighted  to  have  you  join  us. 

We  are  discussing  the  role  of  infrastructure  and  any  kind  the 
economic  stimulus  package  and  growth  package,  both  long  and 
short  term,  and  we  appreciate  your  observations. 

TESTIMONY  OF  HON.  ROMANO  L.  MAZZOLI,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  KENTUCKY 

Mr.  Mazzou.  Mr.  Chairman,  thank  you  very  much,  and  I  have 
a  statement  which  I  will  submit  for  the  record,  and,  with  your  per- 
mission, have  it  made  a  part  of  the  record.  I  will  be  very  brief  and 
appreciate  your  working  me  in.  I  realize  how  busy  you  all  are 
today. 

Let  me,  first  of  all,  piggyback  on  what  my  new  colleague, 
Corrine,  said  a  moment  ago,  and  that  is  while  we  might  be  23 
months  out  of  recession,  that  is  a  technical  matter  most  people  can- 
not grab  onto  because  it  still  hasn't  meant  the  jobs  have  been 
recreated. 

The  fact  of  the  matter  is,  Mr.  Chairman,  those  jobs  may  not  ever 
come  back,  and  that  is  why  this  committee  has  such  a  big  job 
ahead  of  it  and  this  Congress  has  such  a  big  iob  ahead  of  it  in  try- 
ing to  fashion  this  new  America.  We  have  heard  about  the  new 
world  order,  and  that  is  extremely  complex  and  challenging,  and  no 
less  complex  and  challenging  is  the  new  America,  and  your  commit- 
tee will  help  form  that. 

Mr.  Chairman,  again,  thank  you  for  letting  me  talk  a  moment 
about  simulating  the  economy  and  spurring  job  growth.  It  is  to 
your  everlasting  credit  and  the  credit  of  this  committee  and  one  of 
our  predecessors  who  left  us  at  the  end  of  last  Congress,  Bob  Roe, 
who  gave  great  leadership  to  the  full  committee,  that  we  have 
begun  thinking  about  this  matter;  that  we  can  help  create  jobs; 
that  the  government  does,  in  fact,  have  a  creative  role  in  putting 
America  back  to  work  and  in  creating,  on  the  part  of  Americans, 
an  incentive  to  gain  new  skills  in  order  to  be  a  part  of  whatever 
the  economy  will  be  after  the  beginning  of  the  next  century. 

As  we  said  before,  while  statistics  might  say  we  are  in  a  period 
of  nonrecession  or  even  growth,  that  has  not  translated  in  Louis- 
ville, Kentucky,  which  I  feel  privileged  to  represent,  or  Jefferson 
County  or  our  adjoining  State  and  next  door  neighbor,  West  Vir- 
ginia, at  all  in  jobs.  We  still  have,  back  in  Louisville,  6.8  percent 
unemplo3rment;  almost  20,000  people  not  employed  today  that 
ought  to  be. 

So  it  seems  to  me  that  the  clear  responsibility  of  the  Congress 
and  the  Clinton  administration  is  to  put  first  and  foremost  together 
a  sensible,  proper,  deliberate  package  of  job  creating,  job  stimulus, 
economic  advancing  legislation. 

I  couldn't  help  but  notice,  Mr.  Chairman,  how  sometimes  we  go 
backwards  to  go  forwards.  And  you  have  been  my  colleague  a  num- 
ber of  years  here  in  the  Congress,  and  you  might  remember  back 
where  certain  terms  were  considered  almost  negative,  and  one  of 
them  became  the  Public  Works  Project.  There  came  a  time,  in  my 
experience  here  in  Congress,  where  you  could  not  really  say  that 
word  anymore. 
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I  just  would  say  this,  whether  we  shift  that  to  infrastructure, 
whether  we  shift  it  to  pubhc  investment,  whatever  euphemism  we 
may  want  to  use,  whatever  elegant  phrasing  we  may  want  to  use, 
what  we  are  talking  about  is  what  helped  America  back  in  the 
1930s.  It  helped  America  well  into  the  1940s.  It  helped  America  get 
some  of  its  most  beautiful  buildings  and  most  important  architec- 
ture, some  of  its  most  important  mxmdane  things,  like  sewer  sys- 
tems and  roads  and  bridges. 

I  would  say  that  we  should  not  hesitate  to  look  backwards  in 
order  to  look  forwards,  and  I  think  that  is  exactly  what  your  panel 
will  be  able  to  do  and  I  think  will  do,  and  that  is  to  look  at  what 
worked  before  and  what  can  work  again.  We  may  not  have  the 
same  mix  of  projects  that  we  had  in  the  1930s.  It  is  a  new  century, 
I  mean  a  new  half  century,  a  new  activity,  but  at  least  the  ideas 
that  Bob  Roe  and  Norm  Mineta  and  Bob  Wise  and  your  panel 
today  represent,  which  is  to  look  at  the  programs  that  are  so-called 
ready  to  go  and  try  to  provide  money  for  those. 

I  would  say,  Mr.  Chairman,  I  meet  regularly,  as  I  think  all  of  us 
do,  with  our  local  officials,  including  Mayor  Jerry  Abramson,  who, 
I  might  say  parenthetically,  will  become  the  President  of  the  Na- 
tional Conference  of  Mayors  next  year.  I  met  him  along  with  his 
division  heads  just  within  two  weeks  ago,  so  I  got  a  good  idea  from 
them  and  County  Judge/Executive,  Dave  Armstrong,  from  his  peo- 
ple at  the  county  level,  and  just  yesterday  talking  to  Governor 
Brereton  Jones  from  the  State  level,  of  what  our  people  can  use. 
They  can  definitely  use  an  economic  stimulus  package  that  does 
provide  spending  for  a  proper  mix  of  infrastructure;  what  we  used 
to  call  public  works. 

And  I  would  say  lastly,  Mr.  Chairman,  just  to  kind  of  relate  it 
to  what  we  have,  I  think  the  ISTEA  bill,  which,  of  course,  we 
passed  with  a  lot  of  fanfare,  should  receive  full  funding.  I  might 
mention  in  Louisville,  Jefferson  County,  it  is  not  different  than  at 
least  West  Virginia,  older  States,  mature  cities.  They  have  older 
and  maturing  and  almost  deteriorating  sewer  systems,  bridges  and 
culverts. 

And  I  checked  just  today  with  Gordon  Gamer,  who  heads  up  our 
program  at  home  at  the  Metropolitan  Sewer  District,  and  while 
Gordon  was,  at  this  point,  unable  to  put  a  dollar  figure  on  it,  the 
last  time  I  looked  it  was  something  like  $60  miUion  or  $70  million 
of  projects  that  could  go  right  in,  and  one  near  where  I  live  in  the 
south  part  of  town,  has  constant  flooding;  not  from  being  in  the 
floodplain,  but  from  backup  from  waters. 

The  sewers  are,  I  guess  they  call  them  unified  sewers  that  carry 
both  wastewater,  or  the  waste,  as  sanitation,  as  well  as  the  surface 
water,  cannot  handle  that.  So  you  need  to  separate  that  out. 

In  Louisville,  it  is  millions  of  dollars.  Nationally,  it  is  billions, 
but  the  engineering  is  done.  It  is  not  the  space  age  sort  of  stuff, 
and  they  can  put  a  lot  of  people  to  work.  So  I  would  encourage,  Mr. 
Chairman,  whatever  this  committee  can  do  on  sewage  and  training 
projects,  please  do  it. 

And,  last  but  not  least,  we  saw  this  week  Amtrak  is  using  that 
Swedish  train,  that  X-2000,  sort  of  an  articulated  train,  to  move 
people  more  quickly  along  the  eastern  corridor.  I  think  something 
like  rail  transportation,  light  rail — moving  people  within  Jefferson 
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County,  which  is  a  fairly  large  geographical  county,  back  and  forth 
from  where  the  people  live  to  where  the  jobs  are  and  to  where  the 
shopping  areas  are,  that  we  have  had  under  the  Transit  Authority 
of  Rivercity,  TARC,  as  we  call  it,  would  again  be  quick,  under- 
standable programs.  You  don't  need  the  highest  technology.  It  is  on 
the  line. 

And  so  whatever  your  committee  can  do,  Mr.  Chairman,  in  creat- 
ing jobs  today  and  by  using  and  implementing  local  authority, 
where  people  at  the  local  level,  the  mayors  and  the  county  judges 
and  Governors  have  done  their  job  of  laying  out  these  programs, 
I  think  would  be  so  helpful.  Because  then,  instead  of  waiting  for 
three  months,  six  months  or  nine  months,  and  then  having  the 
American  people  say  we  are  going  through  that  routine  again,  we 
can  get  these  started  by  late  spring  or  early  summer. 

So  thank  you  and  thank  your  panel  and  wish  you  good  luck. 

Mr.  Wise.  Thank  you,  Mr.  Mazzoli. 

I  would  just  add  I  would  hope  our  goal  is  that  we  have  signs  that 
say  jobs  in  America  up  over  thousands,  hundreds  of  thousands  of 
projects  by  early  summer. 

I  think  you  are  absolutely  correct,  and  I  want  to  make  a  personal 
reference.  You  mentioned  Governor  Jones,  who  I  have  a  warm  spot 
for  since  his  family  resides  in  my  district  and  I  have  had  the  privi- 
lege of  representing  them,  and  working  with  his  brother  as  well, 
who  is  a  State  senator  in  West  Virginia. 

Mr.  Mazzoli.  We  are  very  proud  of  this  son  of  West  Virginia,  but 
he  is  a  full-fledged  Kentuckian.  You  cannot  have  him  back. 

Mr.  Wise.  I  saw  him  the  other  day  and  he  made  no  bones  about 
it.  Bob,  you  do  all  you  can,  but  I  live  in  Kentucky. 

Mr.  Mazzoli.  Son  of  the  bluegrass,  not  of  the  mountaineer. 

Mr.  Wise.  I  thank  you  for  your  statement  and  for  your  prepara- 
tion. If  you  can  stay,  fine;  if  you  have  to  leave,  please  feel  free. 

[Mr.  MazzoU's  prepared  statement  follows:] 
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STATEMENT  OF  CONGRESSMAN  RON  MAZZOLI 

BEFORE  THE 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

OF  THE 

COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 

FEBRUARY  3,  1993 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

Thank  you  for  the  opportunity  to  share  my  views  on  the  need 
for  legislation  to  stimulate  the  economy  and  spur  job  growth.   I 
commend  you  for  holding  this  hearing  and  for  taking  the 
initiative  on  this  critical  matter. 

While  recent  statistics  may  reveal  that  the  nation's  economy 
has  entered  a  phase  of  self-sustaining  growth,  the  national 
recession  has  stagnated  the  economies  of  many  communities  like 
mine  in  Louisville  and  Jefferson  County,  Kentucky.   Furthermore, 
the  unemployment  rate  remains  unacceptably  high.   In  my  hometown, 
the  unemployment  rate  is  6.8  percent,  which  represents  a  total  of 
19,030  men  and  women. 

Clearly,  the  need  is  great  to  provide  relief  to  our  jobless 
men  and  women  and  to  give  momentum  to  the  upturn  in  America ' s 
economy.   In  my  view,  the  much  talked  about  proposal  to  achieve 
these  goals  by  investing  in  infrastructure  projects  —  roads, 
bridges,  sewers  —  is  one  that  has  much  merit. 

In  the  102nd  Congress,  I  was  an  early  and  strong  supporter 
of  legislation  introduced  by  the  distinguished  former  Committee 
Chairman,  Robert  A.  Roe,  which  would  have  authorized  funds  for 
infrastructure  projects  that  are  "ready  to  go".   Such  an  approach 
to  job  creation  is  an  expedient  one,  since  communities  throughout 
the  country,  including  Louisville  and  Jefferson  County,  have 
numerous  projects  on  the  shelf  and  awaiting  start  up. 
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Mr.  Chairman,  I  regularly  meet  with  Louisville  and  Jefferson 
County  elected  officials  and  have  the  opportunity  to  talk  with 
constituents  in  my  District.   Their  message  on  the  topic  on  the 
economy  is  distinct:  create  jobs  and  create  them  quickly. 

An  economic  stimulus  package  that  includes  spending  for 
infrastructure  would  not  only  address  these  concerns,  but  would 
also  be  compatible  with  the  Administration's  blueprint  for 
reviving  the  economy.   This  plan  has  my  full  and  enthusiastic 
support  and  I  stand  ready  to  assist  the  Committee  in  any  wajj  I 
can. 

Once  more,  Mr.  Chairman,  I  appreciate  your  time  and  the 
opportunity  to  appear  before  you  and  our  colleagues. 
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Mr.  Wise.  I'm  delighted  to  have  Mr.  Machtley  join  us.  We  worked 
last  year  on  the  formula  for  the  Local  Partnership  Act  and,  indeed, 
it  is  my  understanding,  Ron,  that  they  have  reintroduced  that  bill 
with  our  formula  in  it.  So  some  things  endure,  and  perhaps  that 
can  be  the  vehicle  for  discussion  as  this  type  of  legislation  moves 
forward. 

Delighted  to  have  you  with  us. 

TESTIMONY  OF  HON.  RONALD  K.  MACHTLEY,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  RHODE  ISLAND 

Mr.  Machtley.  Thank  you  very  much,  Mr.  Chairman.  It  is  a 
privilege  for  me  to  be  here  before  your  panel  and  to  discuss  briefly 
some  of  my  thoughts  on  this  very  important  subject  of  investing  in 
America's  economic  future,  and  I  do  commend  you  for  your  work 
on  that  particular  issue. 

I  think  one  of  the  cornerstones  of  any  infrastructure  expenditure 
ought  to  be  that  whatever  is  funded  is  to  be  completed  within  the 
dollars  allocated  so  that  we  do  not  find  cities  coming  back  for  fu- 
ture dollars  which,  frankly,  are  not  available. 

I  think  it  would  be  a  serious  mistake  if  we  were  to  use  our  mon- 
ies as  seed  money  without  ensuring  that  any  projects  funded 
through  this  investment  program  are  completed  with  the  dollars 
which  are  allocated  through  Federal,  State,  and  local  authority. 

I  think  that  we  are  seeing  the  signs  of  recovery,  even  in  New 
England,  but  it  is  only  the  signs  of  recovery.  I  don't  think  we 
should  rush  to  any  judgment  at  this  point  and  I  think  that  we 
ought  to  look  at  the  situation  in  terms  of  what  is  occurring  in  the 
economy,  and  how  we  can  interconnect  infrastructure  monies  with 
other  sectors  of  the  economy. 

Unfortunately,  as  one  commentator  recently  said  in  a  business 
newspaper,  people  are  fi-ankly  tired  of  economic  recoveries  lasting 
a  few  quarters  then  petering  out  the  same  way  a  sugar  high  does 
30  minutes  after  we  have  consumed  an  ice  cream  cone.  So  as  we 
begin  to  focus  on  economic  recovery,  we  ought  to  think  long-term, 
mixing  infrastructure  funding  with  what  is  going  on  in  other  sec- 
tors. 

What  I  would  like  to  discuss  is  the  interconnection  between 
downsizing  our  military  and  infrastructure  spending.  The 
downsizing  is  not  going  to  be  uniform  across  this  country.  Some 
communities  are  going  to  be  impacted  much  more  seriously  than 
others.  We  are  going  to  see  enormous  layoffs  in  technical  areas 
which,  unless  we  do  something  about  it,  are  going  to  send  engi- 
neers and  technical  people  into  unemployment  lines. 

As  we  are  downsizing,  which  I  think  is  inevitable,  we  should  look 
at  the  technical  skills  people  have  in  certain  communities  and  try 
to  fiinnel  some  of  the  infrastructure  monies  into  those  communities 
so  that  engineers  and  other  technical  people  can  shift  quickly  into 
non-defense  areas. 

I  don't  think  we  should  just  say  we  are  going  to  parcel  out  this 
infrastructure  money  for  highways  uniformly  across  the  country  re- 
gardless of  what  may  be  occurring  as  a  result  of  various  govern- 
ment policies,  particularly  in  the  defense  area. 

Ira  Magaziner,  who  is  now  the  senior  policy  adviser  to  the  Presi- 
dent, based  on  numbers  he  has  looked  at,  indicates  there  may  be 
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some  five  million  Americans  who  may  be  laid  off  as  we  are 
downsizing  our  military. 

And  as  my  distinguished  colleague,  Mr.  Mazzoli,  mentioned,  high 
speed  rail,  innovative  technologies  for  infrastructure  investment,  in 
addition  to  roads  and  bridges  should  be  looked  at  as  a  way  to 
transfer  expertise.  I  think  it  is  extremely  important  that  there  is 
a  connection  between  the  Defense  Department's  downsizing,  it's 
how  it's  going  to  impact  on  various  regions  of  the  country,  and  any 
infrastructure  investment  program. 

California  is  experiencing  enormous  downsizing  problems.  Con- 
necticut is  experiencing  enormous  downsizing  problems  as  well.  We 
have  heard  in  the  Armed  Services  Committee,  where  I  sit,  that  it 
is  too  late  once  the  people  have  been  laid  off  to  bring  in  resources 
to  hire  them.  What  we  need  to  do  is  anticipate  where  the 
downsizing  is  going  to  occur. 

I  am  sure  the  new  Secretary  of  Defense,  Les  Aspin,  who  headed 
up  our  efforts  on  conversion  last  term,  will  be  able  to  predict  where 
these  downsizings  are  going  to  occur.  We  should  then  try  to  funnel 
some  of  this  infrastructure  money  into  those  communities  to  take 
advantage  of  the  skills  which  they  have. 

As  we  look  to  the  future,  nothing  is  more  important,  in  my  esti- 
mation, than  mass  transit  and  making  sure  that  we  are  not  just 
building  highways,  which  encourage  more  driving,  but  that  we  are 
encouraging  people  to  use  mass  transit  which  would  relieve  conges- 
tion, as  well  as  help  our  environment. 

The  electrification  of  the  railroad  from  Boston  to  Washington, 
connecting  with  all  the  cities  on  the  East  Coast,  and  the  testing  of 
the  X-2000  train  along  this  corridor,  is  an  excellent  example  of 
what  we  should  be  doing.  We  should  not  simply  create  jobs  for  pure 
purposes  of  creating  jobs,  but  with  an  eye  to  the  future. 

I  would  also  suggest  that  if  we  look  at  it  in  a  rather  new  way, 
we  could  avoid  Federal  subsidies  of  airports.  Everyone  talks  about 
the  need  for  new  airports  in  the  Northeast  corridor.  However,  if  we 
take  the  Federal  and  State  dollars  which  would  be  put  into  a  new 
airport  and  channel  that  into  some  sort  of  high-technology  mass 
transit,  we  might  be  able  to  save  substantial  amounts  of  money. 

It  is  also  important,  as  Mr.  Mazzoli  indicated,  that  we  look  at  our 
sewer  systems  and  our  water  systems.  In  our  State  of  Rhode  Is- 
land, we  had  a  situation  where  three  cities  had  over  100,000  people 
drinking  bottled  water  for  several  months  because  the  water  mains 
were  so  old  the  water  became  contaminated. 

The  cities  themselves  are  strapped,  as  we  know  in  trying  to  de- 
velop the  Local  Partnership  Act  in  the  Government  Operations 
Committee,  and  have  trouble  finding  resources,  particularly  in  the 
older  cities,  to  rehabilitate  and  to  install  new  water  mains. 

We  should  look  at  programs  which  are  of  a  serious  nature.  But, 
again,  I  would  go  back  to  my  first  comment;  Whatever  Federal 
money  is  dispensed,  ought  to  be  for  projects  which  can  be  com- 
pleted within  the  allotted  appropriation. 

In  the  future,  we  will  not  have  the  ability  to  put  in  an  additional 
20  or  30  billion  dollars  into  infrastructure  programs.  We  must  get 
that  message  out.  Because  if  we  don't,  people  will  conduct  business 
as  usual  and  use  Federal  dollars  for  seed  money  thinking  they  can 
come  back  to  the  well  in  the  future. 
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Our  deficit,  as  the  new  President  has  indicated,  is  a  serious  con- 
cern. We  must  all  be  concerned  about  that.  And  as  we  look  at  our 
projects,  my  hope  is  that  they  will  focus  on  the  effects  of  military 
downsizing,  projects  that  can  be  completed  within  the  time  and  the 
money  allocated  and  the  long-term  effects  projects  will  have  on  our 
workforce. 

I  appreciate  the  opportunity  to  be  here  and  commend  you  for 
your  hearings. 

Mr.  Wise.  I  think  your  point  is  excellent,  and  that  was,  of  course, 
what  we  tried  to  focus  on  in  the  bill  last  year,  which  ran  into  the 
end  of  the  session  and  without  passing  and  getting  to  the  Floor. 

But  it  seems  to  me  crucial  the  American  people  know  that  this 
is  going  into  something.  There  will  be  a  capital  investment;  there 
will  be  a  return,  and  it  is  something  that  will  exist  after  the  job 
was  created  and  the  construction  industry  is  gone. 

As  you  make  the  point,  this  is  not  a  way  to  leverage  monies  for 
the  big  enchilada,  the  big  project,  but  something  that  can  be  done 
within  the  context  of  the  allocation  that  is  made  this  year.  I  think 
your  point  is  excellent  on  that. 

I  turn  to  the  gentlewoman  from  New  York. 

Ms.  MOLINARI.  I  have  no  particular  question,  but  I  want  to  thank 
my  colleague  for  pointing  out  all  the  avenues  we  have  to  consider. 
Other  people  have  come  forth  to  testify  relative  to  what  the  per- 
centage of  State  and  city  share  should  be — how  we  guarantee  the 
projects  we  are  going  to  put  forth  are  profitable  long-term  as  op- 
posed to  having  a  short-term  economic  stimulus  impact,  and  your 
point  is  well  taken. 

As  someone  who  served  on  a  municipal  level,  I  am  extremely  fa- 
miliar with  a  city's  ability  to  acquire  Federal  monies  and  then  put 
their  hands  up  saying  they  did  not  have  the  portion  to  fulfill  that 
obligation  in  terms  of  a  project,  and  I  think  that  you  make  a  very 
good  point,  one  we  will  have  to  require  in  any  contracts  that  come 
out,  as  a  result  of  this.  I  thank  you  for  bringing  the  matter  to  our 
attention. 

Mr.  Machtley.  Thank  you  very  much. 

Mr.  Wise.  I  look  forward,  Ron,  to  working  With  you  this  year  on 
that  formula.  Hopefully,  see  if  we  can  get  it  done  this  year. 

Mr.  Machtley.  Look  forward  to  it.  We  will  start  earlier. 

[Mr.  Machtleys  prepared  statement  follows:] 
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TESTIMONY  BEFORE  THE  PUBLIC  WORKS  AND  TRANSPORTATION  CX»MITTEE 

SDBCX»MITTBE  ON  ECONOMIC  DBVELOEMBNT 

February  3,  1993 

Ronald  K.  Machtley 


Thank  you  Mr.  Chairman  for  holding  this  important  hearing  today 
on  the  future  of  our  nation's  infrastructure  system.  It  is  an  honor 
to  be  here  with  you  today  to  discuss  our  country's  economic  future 
and  what  kind  of  role  infrastructure  will  play  in  the  nation's 
economic  recovery  process. 

As  we  are  all  well  aware,  our  nation  has  experienced  serious 
economic  decline  over  the  past  few  years.  Solid  middle  class  jobs, 
the  kind  that  allow  a  single  worker  to  be  the  family  breadwinner, 
are  disappearing  in  record  numbers .  In  my  home  state  of  Rhode 
Island,  the  state  suffered  the  nation's  steepest  job  loss  last  year 
which  pushed  the  unemployment  rate  to  9.3  percent,  one  of  the 
highest  rates  in  the  country.  Job  losses  in  Rhode  Island,  the  state 
banking  crisis,  along  with  low  interest  rates  produced  a  meager  1 
percent  gain  in  personal  income  in  the  year  ending  March  1992.  The 
lack  of  job  opportunity  in  Rhode  Island  and  the  New  England  region 
as  a  whole  has  caused  young,  talented  adults  to  move  to  more 
financially  promising  areas  of  the  country.  Although  recent 
statistics  on  the  economy  show  signs  of  improvement,  it  is  obvious 
that  some  sort  of  stimulus  is  needed  to  generate  full  economic 
recovery. 

Investment  in  infrastructure  is  one  way  of  providing  much 
needed  jobs  to  all  segments  of  our  economy.  Highway  construction, 
alone,  is  estimated  to  effect  350  out  of  430  sectors  of  our  economy. 
The  Congressional  Research  Service  indicates  that  every  $1  billion 
spent  on  new  highvJay  construction  would  employ  an  additional  24,300 
workers.  For  every  100  workers  employed  in  the  building  of  new 
highways,  approximately  12  8  jobs  will  be  created  in  other  sectors  of 
the  economy.  Effected  industries  range  from  engineering, 
architecture  and  data  processing  to  banking,  real  estate  and  even 
food  services.  This  data  does  not  even  take  into  account  the 
effects  that  construction  and  repair  of  mass  transit  systems,  sewage 
and  water  facilities  and  government  owned  gas  and  electric  utilities 
would  have  on  the  economy. 

Improvements  in  our  aging  infrastructure  can  help  save  the 
federal  government  from  wasting  scarce  taxpayer  dollars  on  crumbling 
public  works  and  transportation  systems  headed  for  disaster.  We  all 
remember  clearly  the  Chicago  floods,  and  the  incident  in  Connecticut 
where  the  Mianus  River  Bridge  on  Interstate  95  collapsed  causing 
commuter  congestion  and  tragic  loss  of  life.  Over  the  last  decade, 
cities  and  towns  have  increasingly  had  to  rely  on  state  funding  for 
infrastructure  repairs.  With  the  downturn  of  the  nation's  economy 
over  the  last  four  years,  it  has  been  increasingly  difficult  for 
states  to  pay  for  much  needed  improvements  causing  them  to  delay 
repairs  and  rely  on  band  aid  procedures  designed  to  cut  costs. 
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Recently  infrastructure  failures  hit  home  in  Rhode  Island  when 
aging  sewage  systems  forced  businesses  to  close  and  citizens  in 
Pawtucket  and  neighboring  towns  to  drink  bottled  water  for  two 
months.  Although  renovations  were  underway,  it  is  evident  that  if 
initial  funding  had  been  provided  by  the  federal  government,  the 
resulting  costs  to  businesses  and  citizens  alike  would  not  have 
occurred.  The  Pawtucket  water  crisis  is  a  perfect  example  of  the 
hardships  every  state  faces  when  trying  to  pay  for  the  increasing 
costs  of  infrastructure  repair  while,  at  the  same  time,  dealing  with 
high  unemployment  rates  and  runaway  budget  deficits. 

The  downsizing  of  our  nation's  defense  industry  is  freeing  up 
even  more  skilled  labor.  According  to  Rhode  Islander  Ira  Magaziner, 
"a  reduction  in  our  military  spending  would  result  in  some  five 
million  people  being  laid  off.  These  people  are  highly  skilled;  the 
same  skills  that  could  be  used  in  modern  infrastructure."  Through 
infrastructure  investment,  we  could  transfer  expertise  from  military 
related  fields  to  high  tech  industries  and  other  growing  areas  of 
our  economy.  Infrastructure  spending  could  be  targeted  towards  the 
development  of  better  mass  transit  systems,  such  as  ongoing  high 
speed  rail  projects  along  the  Northeast  Corridor  and  elsewhere,  as 
well  as  better  engineering  techniques  in  road  and  bridge 
construction. 

Such  investments  not  only  help  to  create  jobs,  but  to  relieve 
congested  highways  and  improve  the  environment.  For  example,  it  has 
been  estimated  that  congestion  in  city  highways,  such  as  Los  Angeles 
County,  costs  $507  million  in  lost  work  time  and  wastes  72  million 
gallons  of  gasoline  annually. 

To  strengthen  our  national  competitiveness,  we  must  make  a  long 
term  commitment  to  our  economy  which  includes  reducing  government 
waste  and  cutting  the  deficit  as  well  as  reordering  our  economic 
priorities  towards  the  pro-growth  aspects  of  our  economy  such  as  our 
infrastructure.  In  my  own  state,  efforts  such  as  the  Northern  Rhode 
Island  Development  Partnership,  Main  Street  2000,  The  Blackstone 
River  Valley  National  Heritage  Corridor,  Bryant  College  and  the 
University  of  Rhode  Island's  defense  conversion  projects  demonstrate 
important  local  and  state  initiatives  to  build  up  our  economy.  Such 
initiatives  deserve  our  support  and  leadership  at  the  federal  level. 

Mr.  Chairman,  I  thank  you  and  the  Subcommittee  on  Economic 
Development  for  holding  this  hearing  today.  I  look  forward  to 
working  with  you  and  the  other  members  of  this  subcommittee  to 
strengthen  the  economy  of  Rhode  Island  and  the  other  states  of  our 
country  by  providing  much  needed  attention  to  specific  job- creating 
projects  for  improving  our  infrastructure. 
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Mr.  Wise.  Pending  the  arrival  of  our  next  witness,  who  should 
be  here  momentarily,  the  Chair  declares  the  committee  in  recess 
for  5  minutes. 

[Brief  recess.] 

Mr.  Wise.  I  declare  this  hearing  of  the  Subcommittee  on  Eco- 
nomic Development  resumed. 

I  turn  to  Ms.  Molinari  for  a  unanimous  consent  request. 

Ms.  Molinari.  Thank  you,  Mr.  Chairman.  I  would  like  to  make 
a  unanimous  consent  request  on  behalf  of  Congressman  Robert 
Doman  from  California  to  have  his  statement  submitted  for  the 
record  and  as  I  understand,  Mr.  Cass  Ballenger  of  North  Carolina 
is  going  to  submit  a  list  of  community  infrastructure  projects.  I  also 
request  that  this,  too,  be  included  into  this  record. 

Mr.  Wise.  Without  objection,  so  ordered. 

[The  prepared  statement  of  Mr.  Doman  and  the  item  from  Mr. 
Ballenger  follow:] 
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HONORABLE  ROBERT  K.  DORNAN 

Testimony  Before  House  Subcommittee  On 
Economic  Development  of  the  Public  Works 
And  Transportation  Committee 

Honorable  Robert  E.  Wise,  Chairman 
February  3,  1993 

Thank  you,  Mr.  Chairman,  and  members  of  the  Subcommittee  on 
Economic  Development.   It  is  a  pleasure  to  be  here  today  to 
testify  regarding  increased  spending  on  America's  infrastructure. 

"It's  the  economy,  stupid."   Who  would  have  thought,  Mr. 
Chairman,  that  this  almost  childish,  certainly  child-like,  remark 
would  have  grown  into  a  campaign  legend,  certain  to  find  its 
place  in  American  campaign  folklore?   Yet  it  contained  the 
essence  of  what  the  campaign  was  all  about,  which  brings  us  to 
why  we  are  here  today  —  how  to  improve  our  economic  performance. 

After  all,  a  strong  and  influential  U.S.  depends  greatly  on 
our  economic  dynamism.   Our  economic  dominance  was  once 
characterized  by  the  phrase  that  when  America  sneezed,  the  whole 
world  caught  a  cold.   Today,  as  a  result  of  the  global  economy, 
above  average  American  unemployment,  a  high  budget  deficit,  and  a 
weak  dollar,  America  seems  to  be  the  one  that  is  catching  the 
colds  when  the  world  experiences  periodic  sniffles. 

No  one  will  doubt  that  some  serious  medicine  is  necessary 
for  our  ailing  economy.   Yet  some  treatments  are  better  than 
others  in  bringing  about  a  full  recovery.   I  would  claim  that  a 
good  dose  of  supply-side  economics,  falsely  characterized  as 
"trickle-down"  economics  during  the  campaign,  would  benefit  the 
country  the  greatest,  while  others,  like  the  President,  push  for 
a  Keynsian  "pump  priming"  approach  to  move  America  forward. 

However,  if  "Clintonomics, "  the  supposed  remedy  which  is  on 
the  minds  and  lips  of  so  many  inside  the  beltway,  is  fully 
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February  1985  Wall  Street  Journal  article  entitled,  Growth  Alone 

Won't  Do  It.   As  you  read,  keep  in  mind  that  this  was  written 

after  eight  quarters  of  low  inflation  and  a  level  of  real 

growth  —  a  whopping  10.3  percent  ~  that  President  Clinton  can't 

hope  to  match. 

"The  U.S.  economy  can't  grow  fast  enough  to  catch 
up  with. . .deliberate  high  spending.   Neither  can  the 
economy  grow  fast  enough  to  overtake  spending  on  an 
aging  population  interacting  with  too-generous  transfer 
payment  laws.   Sen.  Alan  Simpson  was  right:   'No  slot 
machine  in  America  pays  off  like  that.'" 

Gregorsky's  article  is  simple  and  to  the  point.   It  is  near 
impossible  for  the  U.S.  economy  to  grow  at  a  rate  fast  enough  to 
offset  the  pace  at  which  federal  spending  is  expanding.   Runaway 
entitlement  spending  is  the  principle  reason  for  this  rapid 
deficit  growth  and  currently  accounts  for  almost  1  of  every  2 
dollars  the  federal  government  spends.   And  if  you  think 
entitlement  spending  is  bad  now,  Mr.  Chairman,  sit  back  — it'll 
be  a  nightmare  soon  enough.   By  the  year  2001,  it  is  estimated 
that  entitlements  will  gobble  up  60  percent  of  the  federal 
budget.   And  as  we  move  beyond  the  year  2001,  entitlement 
programs  will  grow  even  faster  as  the  baby  boom  population 
becomes  eligible  for  Social  Security  and  Medicare  benefits. 

So  it  is  absolutely  essential  that  any  "cure-all"  economic 
program  include  a  detailed  analysis  of  how  spending  programs  will 
be  cut.   Without  one,  America's  fiscal  problems  could  forever  be 
characterized  as  a  dark  downward  spiral.   Consequently,  Gregorsky 
got  it  right  —  growth  alone  won't  do  it. 

Thus,  the  largest  obstacle  in  the  realization  of  this  simple 
truth  is  the  new  Administration  which  —  just  doesn't  get  it. 
The  President  claims  that  spending  $20-$30  billion  more  annually 
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on  infrastructure  and  high  speed  rail  will  create  275,000  jobs 
directly  and  more  through  a  Keynesian  multiplier  effect.   These 
new  jobs  will  supposedly  increase  the  tax  base  and  result  in  more 
government  revenue.   In  short.  President  Clinton  purposes  that  we 
spend  our  way  out  of  the  deficit. 

Now  this  is  nothing  but  supply-side  economics  turned  on  its 
head.   If  you  recall,  supply-siders  argued  that  lower  taxes  would 
pay  for  themselves  through  increased  private-sector  economic 
activity  ~  the  kind  that  creates  jobs.   The  supply-siders  turned 
out  to  be  right,  but  the  deficit  grew  anyway  because,  as 
Gregorsky  noted,  growing  revenues  could  not  keep  pace  with 
increases  in  spending.   The  Clintonites,  however,  are  proposing 
that  increases  in  spending  will  pay  for  themselves.   History 
shows  this  to  be  a  dubious  proposition. 

Indeed,  the  problem  with  Clinton's  plan  is  that  in  order  to 
get  the  Keynesian  spurt  in  economic  activity  he  is  looking  for  he 
must,  by  definition,  increase  the  size  of  the  deficit.   But  as  we 
all  know,  the  federal  government  has  already  run  up  huge  deficits 
that  are  weighing  down  the  country  with  debt.   And  any  further 
increase  will  surely  result  in  higher  interest  rates  and  higher 
inflation.   The  financial  markets  are  watching  us,  Mr.  Chairman. 
And  the  reality  is  that  $20-$30  billion  in  a  $6  trillion  dollar 
economy  is  not  going  to  even  get  the  spark  plugs  warm,  much  less 
jump  start  the  economy. 

Moreover,  if  higher  federal  government  spending  were  the  way 
to  get  the  economy  going,  the  recession  never  would  have 
occurred.  Over  the  past  four  years,  government  spending  has  been 
growing  rapidly.   Domestic  spending  in  the  Bush-Foley-Mitchell 
years  grew  by  $441  billion  above  the  level  of  inflation.   And 
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this  figure  excludes  interest  on  the  debt  and  the  cost  of  bailing 
out  the  savings  and  loan  banks.   By  contrast,  under  eight  years 
of  Ronald  Reagan,  domestic  spending,  using  the  same  measures, 
rose  by  only  $57  billion. 

Furthermore,  federal  infrastructure  spending  since  1980  has 
averaged  about  $25  billion  per  year.   In  December  1991,  George 
Bush  signed  the  Intermodal  Surface  Transportation  Efficiency  Act 
(ISTEA) .   This  authorized  $151  billion  in  new  infrastructure 
spending  over  six  years.   And  there  is  even  a  real  question  as  to 
whether  states  could  efficiently  spend  the  additional  billions 
that  President  Clinton  will  propose.   Indeed,  much  of  what  was 
authorized  and  appropriated  in  ISTEA  has  not  been  spent.   Given 
the  physical  and  staff  limitations  —  such  as  a  shortage  of 
engineers  —  it  is  unlikely  that  increased  spending  on 
infrastructure  will  have  the  desired  result. 

With  regards  to  putting  people  back  to  work,  contrary  to 
what  Bill  Clinton's  theory  of  economics  may  indicate,  the  huge 
spending  increase  under  Bush  did  not  put  people  to  work.   Rather, 
unemployment  rose  from  5.2  percent  in  June  1990  to  a  high  of  7.8 
percent  in  June  1992.   Higher  taxes  and  more  government  spending 
did  not  create  jobs  and  foster  growth.   Instead,  higher  taxes 
meant  consumers  had  less  with  which  to  purchase  goods  and 
services  and  businesses  had  less  to  invest  in  new  job  creation. 

It  is  also  crucial  for  the  new  administration  to  realize 
that  the  government  cannot  take  the  place  of  the  private  sector 
in  creating ' jobs.   A  good  job  should  be  measured  as  much  by  what 
it  produces  as  what  a  worker  earns  in  wages.   In  that  regard, 
jobs  that  pay  people  to  build  boondoggles  or  pork  barrel  projects 
that  benefit  only  the  elected  representatives  involved  (Miami's 
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mass  transit  rail  system  is  a  perfect  case  in  point)  do  not  help 
our  long-term  economic  prospects  and  may  impose  additional  future 
costs  on  government,  for  example  operating  subsidies.   We  should 
never  confuse  this  with  "investment." 

As  I  understand  it,  the  Clinton  plan  will  indulge  in  deficit 
spending  only  for  a  couple  of  years  and  then  tackle  the  deficit 
once  the  economy  is  moving.   But  this  strategy  begs  the 
question:   If  deficit  spending  stimulates  economic  growth  now, 
won't  deficit  reduction  halt  it  later  on? 

And  while  the  President  expects  to  pay  for  spending  hikes  in 
part  by  eliminating  wasteful  government  spending,  which  should 
indeed  be  cut,  we  can't  forget  that  that  is  an  enormous  job  in 
itself.   Ronald  Reagan,  though  often  accused  of  making  deep  cuts 
in  spending,  in  fact  only  slowed  the  growth  of  federal  spending 
while  eliminating  no  major  programs.   George  Bush  could  do  little 
to  constrain  the  deficit  and  the  free  spending  Congress.   And  now 
we're  sitting  here  talking  about  increasing  spending  even 
more  —  it  just  doesn't  make  sense. 

Mr.  Chairman,  I  firmly  believe  that  the  private  sector, 
especially  the  small  business  sector,  must  be  the  engine  of 
economic  growth.   The  federal  government,  even  with  all  its  good 
intentions,  is  currently  binding  down  the  economy  with  regulatory 
chains  and  confiscatory  taxes.   Instead  of  rewarding  government, 
we  must  create  an  environment  which  is  conducive  for  business  and 
stimulates  natural,  market-driven  growth.   Only  this  path  will 
provide  long-term  employment.   This,  together  with  a  consistent 
program  to  rein  in  Congress'  runaway  spending,  should  reduce  the 
federal  deficit  and  bring  greater  stability  to  the  world's 
largest  economy.   Any  effort  to  create  these  circumstances 
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through  an  unnatural,  quick-fix,  pump-priming,  "spend  a  little 
more  on  infrastructure"  type  plan  would  be  unwise,  ineffective, 
and  irresponsible. 

Thank  you,  Mr.  Chairman. 


#  #  # 
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Congrcjfg  of  tfje  ®niteb  States; 

liadt)tnston,  M€  20515 
February  11,    1993 

The  Honorable  Robert  E.  Wise,  Jr. 
U.S.  House  of  Representatives 
2A34  Rayburn  Building 
Washington,  D.C.  20515 

Dear  Bob: 

Thank  you  for  allowing  me  to  submit  a  list  of  community  infrastructure 
development  projects  to  the  Subcommittee  on  Economic  Development  of  the  Public 
Works  and  Transportation  Committee. 

I  have  attached  a  list  of  economic  stimulus  projects  from  my  congressional 
district,  submitted  by  the  Western  Council  of  Governments. 

If  you  have  any  questions  regarding  the  attached  materials,  please  do  not 
hesitate  to  call  me. 

Sincerely, 


r 


CASS  BALLENGER 
Member  of  Congress 


CB:jgr 
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Western  Piedmont  Council  of  Governments 


317  First  Avenue,  NW,  Hickory,  NC  28601 


(704)322-9191 


FEB  0  \  1993 


K.  CntQ  MsytMrfy 


January  28,   1993 


Robot  E.  MlbUtt 


Grady  □  Cnxnp 
AMftnE-StwriM 
O  GJan  P  D»«i.  a 

AiEXANOCR  couvnr 

■U>KE  COUNTY 
CALOWOl  COUNTY 
CATAWU  COUNTY 

nooaotD 

CAIAH'S  MOUNTAIN 

CATAWBA 

ClAIEMONT 

CONNEUY  SPMNCS 

CONOVER 

MEXEL 

CAMEWEU 

CtB4  AiriNE 

CKANtnFAUS 

HICICOIIV 

HIIOEUAN 

HUDSON 

LENOIt 

lONC  VIEW 

MUDOt 

MOtCANTON 

NEWTON 

IHOOHISS 

■UTMEtfOUD  COlLfCE 

SAWMILLS 

TAVLOCSVILli 

VALDESE 


Mr.  John  Rothrock 
c/o  Congressman  T.  Cass  Ballenger 
218  Cannon  House  Office  Building 
Washington,  DC  20515 

Dear  Mr.  Rothrock: 

In  response  to  your  telephone  request,  attached  are  listings  of 
potential  economic  stimulate  projects  provided  by  our  local 
governments. 

Please  advise  if  you  need  additional  information. 

Sincerely, 


BW/vbd 
Attachments 


Bobby  White 

Director,  Community  and 

Economic  Development 
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Potential  Economic  Stimulate  Projects 
For 


Town   of   Drexel 


(Unit  of   Local   Government) 


Name  of 

Total   Pro- 

Amount of   Local 

Grant  Amount 

Proiect                  *TYDe 
1)      Jidewalk  RenoTations 

iect  Cost 

$  Available 

Needed 

;22,07C.0G 

311 ,0;5.00 

«11 ,035.00 

2)     Waterline   Interconnect 

330,310.00 

315,155.00    ■ 

415,155.00 

3)      Waterline  Replacement 

356,860.00 

328,430.00 

328,430.00 

4) 

5) 

6) 

7) 

8) 

9) 

10) 

11) 

12) 

1-13-9^ 


Signed  and  Certified 


"TTZt 


[f. 


Town  hanager 


Name  and  Title 


♦water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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Potential    Economic  Stimulate   Projects 
For 

ALEXANDER   COUNTY 

(Unit  of   Local  Government) 


Name   of 
Project 

*TVDe 

Water 

Total   Pro- 
iect  Cost 

S250,000 

Amount  of  Local 
S   Available 

Grant  Amount 
Needed 

1)    16  South  Water 

$25,000 

$225,000 

2)    Sugar  Loaf  Water 

Water 

250,000 

-0- 

250,000 

3)    Bethlehem  Water 

Water 

800,000 

-0- 

800,000 

4)   Water   Interconnect 

Water 

500,000 

50,000 

450,000 

5)    EMS  Base 

General 
Purpose 

75,000 

25,000 

50,000 

6)    90  East  Sewer 

Sewer 

400,000 

30,000 

370,000 

7) 

8) 

9) 

10) 

11) 

12) 

Signed  and  Certified 


December  21,   1992 


&LjL/n^M'^  0. 


Ol/r^ry    Ah//^lA/ riFA/m-t- 


Name  and  Title 


♦water,  sewer,  roads,  fire  departaents ,  general  purpose  government, 
recreation  facilities 
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Potential  Economic  Stimulate  Projects 
For 

Town  of  Catawba,  N.  C. 

(Unit  of  Local  Government) 


PROJECTS  THAT  COULD  BE  UNDER  CONSTRUCTION  IN  90  DAYS 


Name  of 
Project 


Total  Pro-  Amount  of  Local  Grant  Amount 


*TYpe  iect  Cost 

1)  Hunsucker  Area     (water)  $63,000.00 

2)  Edna  &  Mayble  Sts.  (water)  $75,000.00 

3)  Hot  Rod  Road       (water)  $32,000.00 

4)  Hudson/Chapel  to    (water)  $275,000.00 
Bolton  Road 

5)  Drumstead  (Eumon  St. (sewer)  $290,000.00 
Influent  Sewer 

6)  Edna  i  Mayble  St.    (Sewer) 


7 )  Community  Recreation 

Park  (recreation) 

8) 

9) 

10) 
11) 
12) 


$180,000.00 
$64,600.00 


S   Available 

$6,300.00 

$7,500.00 

$3,200.00 
$27,500.00 
$29,000.00 
$18,000.00 


(value    in   land) 
$32,300.00 


Needed 


$56,700.00 

$67,500.00 

$28,800.00 

$247,500.00 

$261,000.00 

$162,000.00 

$32,300.00 


\^-^=^:^-^7 - 


Signed   and  Certified 


•water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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Potantial  Econonlc  Stinulat*  Proj«'-ts 
For 

Town  of  Taylors vl lie    


(Unit  of  Local  Govamnent) 
t.prLTTTT«;  TTfftf  mm.D  bf  nvnER  CONSTRUCTIQH  TH  9Q  DAYS 


Name  of 


Total  Pro-     Aaoiint  of  Local     Grant  ABOunt 
HTVTM        jgct   CQBt.  ?    XtfuHablg —     HfifidfisJ 


1) 

2) 

3) 

4) 

5) 

6) 

7) 

8) 

9) 

10) 

U) 

12) 


4th  St.  NE  Water 

Fire  Hyd  RepUee 

lat  Ave.  NE 

Northwood  Drainage   Road* 

lac  Ave  SW  Roada 


Water    20,0S0 

Water   '  22,500 

Roads   *19.000 

5,000 

5,000 


Valve  Replacement    Water    18,000 

Project 
3rd  Ave  Street  wide  Roads    15,000 


/  a  '  3s^9^ 


5,000 
5.625 
4,750 
1,250 
1,250 
4,500 
3,750 


15,050 
16,3:5 
14,250 
3.750 
3.750 
13.500 
11,250 


Signed  and  Certified 


Oate 


Name  and  Ticle 


l-ifUA^ .  /ofin    {v<^(^ 
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Potential  Economic  Stimulate  Projects 
For 

City  of  Morganton,  North  (Jarolina 
(Unit  of  Local  Government) 


PROJECTS  Tw-AT  COULD  BE  UNDER  CONSTRUCTIOK  IN  90  DAYS 


Name  of 

Pro-iect 

i  )  Waste  Water 

Treatment  Plant 

2)  City  "VtaJl 
Construction 

-'')   Elevated  water 
Tank  and  Mains 

-*)  Finish  Water 
Storage  Tank 

^)  Water  Distri- 
bution 

^)  Waste  water 

Plant  Generator 

^i  Hiectric 
Substat; on 

')  SiJdge 
Centrifuge 

*)  Catawba  River 
Greenway  Trail 

10)sidewalk 

Construction 

^^Iparking  Lot 

12). 


Total  Pro-  Amount  of  Local  Grant  Amount 
'Type    iagt  Cost    $  Av8ilat?Ie Nggdfitf 


Sewer     $5,000,000  52,500,000 

General    3,400,000     400,000 

Parpose  _. 
Government- 


Water 

Water 

Water 

Sewer 

Electric 

Sewer 

Sacreation 


Gsneral 
Purpose  Govt 


2,600,000 
1,300,000 
1,200,000 
800,000 
500,000 
500,000 
425,000 
300,000 


250,000 


600,000 

450,000 

100,000 

200,000 

25,000 

100,000 

50,000 

25,000 

-0- 


$2,500,000 
3,000,000 

2,000,000 
850,000 

1,100,000 
600,000 
475,000 
400,000 
375,000 
275.000 
250,000 


December  21,  19  9  2 
Date 


Signed  and  certified 

Name  and  Title 
Michael  C.  Cronk 


City  Manager 

'water,  sewer,  roads,  fire  deparcment.s ,  general  purpose  government, 
recreation  facilities 
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Potential  Economic  Stimulate  Projects 
For 


Otlj  o^  (j^aiZ- 


(Uriit  of  Local  Government) 


TOQ.TEOTS    TPAT    gQCTtJ>    BR   nNDBR    COKSTROOTTON    TS   90    DAYS 


Name  o£ 
Pro-rect 

1)     Cj^KZ-'CicLU 

pauutru 

5)  :5xz£sf  tiApfsiy^emf, 
6)SdW£ie-^:^<5M 

9) 
10) 
11) 
12) 


Total  Pro-     Amount  of  Local 
-ifKTt  Cost 


tj.(^^ 


Grant  Amount 
Heeded 


eoappp- 

2rOO,QCO. 

•$00,000  • 


i:^ec^  zz  n^Z- 


Signed,  and  Certified 

Name  and  ^itle' 


*water,  sewer,  roads,  fire  depetrtments ,  general  purpose  government, 
recreation  facilities 
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Potential  Economic  Stimulate  Projects 
For 


CATAWBA  COONTY 

(Unit  of  Local 

Govemnent] 

PROJECTS 

THAT 

COtTLD    BE    UNDER 

CONSTRUCTION 

JLIL 

90    DAYS 

Mane  of 
Pro -i  act 

DPOBUC  HEALTH 

*TYP? 

Total  Pro- 
iect  Cost 

Amount  of  Local 
S  Available 

Grant  Amount 
Needed 

S3. 5  million 

5500,000 

53.0  cillior. 

2)  LAKE   KOSMRN  SEWER 

SSW2S 

$11.0  million 

5500,000    • 

51C.5  million 

3)  OXFORD  WATER  SYSTEM 

WATER 

53.0  million 

0 

53.0  millior. 

4).«1ENTAL   HSAETH   BLEG- 

G?G 

$750,000 

0 

5750,000 

5 ) DS3    CHZLD  CAKE 

G?G 

$700,000 

0 

S7C0,0C0 

6)  JAIL   DOSM-TOSy 

G?G 

3750,000 

0 

5750,000 

7)bk<s?s  mtn.  sec. 

?£C. 

SI. 5   million 

0 

- 

51.5  rcilliar. 

PAKK 
8)OXF050  SrZMENTARir 

SC-iOOi 

SI- 7  million 

0 

SI. 7  million 

9) SOUTH   N2WT0N   ELEM. 

SCHOOL 

5910,000 

0 

S?10,00C 

lOt'/CC  EAST  CV1PUS 

SCHOOL 

$3.3  million 

0 

S3. 3  Billion 

11)321   SEWEa 

SEWER 

$20.0  million 

0 

520.0  .Tu.llioc 

12) 

12/21/92 


Signed  and  Certified 


^   Namean^itie     CT  /^^^^,. 


♦water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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DEC  i  s  1992 


Potential   Economic  Stimulate  Projects 
For 

CITY  OF   CLAREMONT 


(Unit   of   Local 

Government) 

PROJECTS 

THAT    COULD    BE    UNDER    CONSTRUCTION    IN 

90    DAYS 

Name   of 

Total   Pro- 

Amount  of  Local 

Grant  Amount 

Proiect 

1)   HEART   DR/KELLY   BLVD 

*TVT3e 

iect  Cost 

S   Available 

Needed 

ROAD 

400,000 

25,000 

375.000 

2)  LEELAND  TERRACE 

WATER 

1,000,000 

50.000    ■ 

950.000 

3)   PROGRESSIVE   OUTFALL 

SEVfER 

70.000 

10,000 

60,000 

4)   SHANGRI-LA  OUTFALL 

SEWER 

100,000 

10,000 

90,000 

5)   SHANGRI-LA 

WATER 

200,000 

20,000 

180.000 

6)   B   i    B   ROAD 

WATER 

300.000 

20,000 

280.000 

7)  KELLY   BLVD/S.    DEPOT 

WATER 

200.000 

20.000 

180,000 

8)  ROCK   BARM 

WATER 

200,000 

20.000 

180,000 

9)  BUNKER  HILL   SCHOOL 

WATER 

350,000 

50.000 

300,000 

10)  CENTENNIAL 

WATER 

150,000 

20.000 

130.000 

11)  CLAREMONT/CATAWBA 

WATER 

250,000 

50.000 

200.000 

12)HWY    70   EAST 

WATER 

150,000 

10.000 

140.000 

/J  -/7-9a 


Signed  and  Certified 


Name  and  Title 


•water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 


1) 

2) 
3) 
4) 

5) 

6) 

7) 

8) 

9) 

10) 

11) 

12) 
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DEC  1 8  1992 

Potential   Economic  Stimulate  Projects 

For 

Town  of  Glen  Alpine 

(Unit  of  Local  Government) 

PROJECTS  THAT  COULD  BE  UNDER  COWSTRDCTIOW  IN  90  DAYS 

Name  of                Total  Pro-  Amount  of  Local   Grant  Amount 
Project        *TYPe    iect  Cost   ?  ftvaJl^blg Weeded 

sever       Constr.  of    2,118,480      100,000        2,018,480 
collector 
lines 


Signiid  and  Certified 


Date  /ame  ind  Title 


•water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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A.  W.  Huffman  Jr. 

Mayor 

Glann  H.  Clay 

Mayor  Pro  Tern 

Linda  K.  Slory 

Town  Managgr 


TOWN  OF  GRANITE  FALLS 

P.O.  ORAWEfl  10 
QflANITE  FALLS,  NORTH  CAROLINA  28630 
Phone  (704)  398-3131   •  Fix  (704)  398-3133 


Council  Membert 

Jack  R.  Clark 
Barry  Hayes 
Donald  KIrkpatrick 
Frank  S.  Meckie 
Max  V.  McRary 


PROJECTS  THAT  COULD  BE  UNDER  CONSTRUCTION  IM  90  DAYS 


TOTAL  PRO- 

AMT. OF  LCCAL 

GRANT  AMOUNT 

NAME  OF  PROJECT 
Falls  Avenue  Wacar 

TYPE 
Water 

JECT  COST 
$275,000 

$. 

AVAILABLE 
$23,000 

NEEDED 

1. 

$250,000 

Line  Replacement 

2. 

Highway  321  Sever 
laprovemenCs 

Sewer 

$300,000 

$23,000 

5275.000 

3. 

Water  Treataant 

Water 

$250,000 

$25,000 

S 225. 000 

Plant  Finished 
Mater  Pumpicg  Sta. 


Wastewater  Treataent   Sewer     $500,000 
Plant  Sludge  Handling 


$1,325,000 


$25,000 


$100. OOC 


$475,000 


$1,225,000 


hj^dj^ki. 


^    NaSS'  and  Title 


Post-It"  brand  lax  transmittal  rne.Tiu  7671  |  •  c;  pig«»  >    J 


'&)bb^ 


10W>4£. 


514 


Potential   Econoniic  Stimulate  Projects 
For 

City  of   Hickory 

(Unit  of  Local  Government) 


PROJECTS   THAT   COPLD    BE   UNDER    COWSTRUCTTOW    TW   90    DAYS 


1) 

2) 

3) 

4) 

5) 

6) 

7) 

8) 

9) 

10) 

11) 

12) 


Name  oC 

Pro -T  act 


»TvT3e 


Total   Pro-     Amount  of   Local     Grant  Amount 
iect  Cost        ?   Available Needed 


Robinson   Road  Wacer 

Hlckor^'/Llncolncon  Uacar 
Country  Club  tVater 

Props t   Cross   Rds.   Water 
3anoak  School  water 

Blackburn  School     Water 


5615,725 
335,000 
485.000 
235,000 
■'.00,000 
245,000 


Springs  Rd. 

Highway  16  425,000 

Henry  Fork  Sewer   Sewer  15,000,000 

Plant 


.00 
.00 
.00 
.00 
.00 
.00 

.00 


5613,725.00 
335,000.00 
435,000.00 
235,000.00 
400,000.00 
245,000.00 


425.000.00  ^ 

15,000,000.00  r^-^*-^' 


/Z.//7/^^ 


signed  and  Certified 


l^y\^<^.''^\J/.^' 


-^/r 


0 


Name  and  Title 


*water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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Q€C  1  7  1992 


Potential  Economic  Stimulate  Projects 
For 


Town  nf  I  nng  Vigw 


(Unit  of  Local  Government) 


PROJECTS  THAT  COULD  BE  CWDER  CONSTRUCTIOW  IN  90  DAY?; 


Name  of 
Proiect 

Water 

Total   Pro- 

$500,000 

Amount  of   Local 
S    Available 

Grant  Amount 
Needed 

DAi'rpcrt  fifxxJiiss  Water  Line 

$100,000 

$100,000 

2)Wata-  Plant  Upgrade 

water  Plant  $1,000,000 

$200,000 

$800,000 

3)AlLri  Sludge  Waste  Line 

Se^ 

$400,000 

$80,000 

$320,000 

4 )  Meadowbrcx*  Sews-  System 

Sewer 

$800,000 

$160,000 

$640,000 

5)  Inflow  &  Infiltration 

Sewer  Rehab  Work 
6) 

Sev^r 

$1,100,000 

$100,000 

$1,000,000 

7) 

8) 

9) 

10) 

11) 
12) 

Signed  and  Ceirtified 


Oecaiter  15,  1992 


Date 


Ton  Admnistrator 


•water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 


1) 


3) 


5) 

6) 

7) 

8) 

9) 
10) 
11) 
12) 
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Potential  Economic  stimulate  Projects 
For 

Town   of  M«^H«., 


(Unit  of  Local  Government) 

PROJECTS  TffAT  com.n  nv.  nwnFr?  rnfi^ypngrTDW  ry  o^  p^yc- 

P^s-^  *,.,  ^°^^  ^°'     Amount  of  I^cal     Grant  Amount 


W.  Maiden  Sw.  Une  Eatension       417,000.  $104,000.  313,000. 

W.  Maiden  Wa.   Line  Exteualon       900.000.  •  o<v,  „„« 

500,000. 

W.  Maiden  Elec.   Extension  1,000,000.  TsO^o'. '"■■~^"~ 750,000. 

Sw.   Extension   to  Modern  90,000. 


McCreary  Plant  '".uw.  90,000. 

Reservoir  at  Water  Plant  200,000.  200,000 


Signed  and  Certified 

12/21/92 - ^^■'(^^'^^*i!^^^i'^-<^-^^t^ 

°^^«  ^"'''"5-^eknJTit^r'" 

*^:?^;trorf;cnm'es""  ***P-^-^«'  9— "^  purpose  government. 
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Potential  Economic  Stimulate  Projects 
For 

City  of  Morganton,  North  Carolina 
(Unit  of  Local  Government) 


Name  of 

Total  Pro- 

Amount  of  Lo^al 

Grant  Amount 

Proiect 

:  )  Waste  Water 
Treatment  PJant 

•Typ« 

Sewer 

Sect  Cost 

S  Available 

Needed 

S5, 000, 000 

32,500,000 

$2,500,000 

2)  City  Hall 

General 

3,400,000 

400,000   . 

3,000,000 

Construction 

Purpose 
Govirnment 

')  Elevated  water 

Water 

2,600,000 

600,000 

2,000,000 

Tank  and  Mains 
*)  Finish  Water 

Water 

1,300,000 

450,000 

850,000 

Storage  Tank 
^^   Water  Distri- 

Water 

1,200,000 

100,000 

1,100,000 

bution 
^)  Waste  Water 

Sewer 

800,000 

200,000 

600,000 

Plant  Generator 
7^  Electric 

Electric 

;     500,000 

25,000 

475,000 

Substation 
'')  Sludge 

Sewer 

500,000 

100,000 

400,000 

Centrifuge 
^)  Catawba  River 

Recreation   425,000 

50,000 

375,000 

Greenway  Trail 
10)sidowalk 

General 

300,000 

25,000 

275,000 

Construction 
^^^arking  Lot 

Purpose 

Govt 

250,000 

-0- 

250,000 

12). 


Signed  and  Certified 


Name  and  Title 


►water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recrearion  facilities 
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Potential  Econoaic  Stinulate  Projects 
For 


flit  of  Local  Govema 


(Unit  of  Local  Govemaent) 

PROJECTS  THAT  eOOI-D  BB  nWDgR  COMSTRnCTIOW  TV  90  nAy«^ 


Naae  of 

Prolect 

*TYPg 

C"«1.CK<  . 

Total  Pro- 

Amount  of  Local 
S  Avatlabla 

Grant  Anount 
Needed 

3)/So^<«2*»-4--/- 

^CA^^C: 

,^  j-><j  *»<» 

^a«^»*o 

y,   -S-Oa  »•«, 

4) 

5) 

6) 

7) 

•  ) 

9) 

10) 

11) 

12) 

signed  and  Certified 


Date  ^^  Name  and  Title    -^         _ 


•water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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RURAL  QUESTIONNAIRE 


Please  complete  the  'Rural  Questionnaire'  and  return,  by  FAX  to  (NACO)  at 
(202)393-2630  by  December  18th.  Please  feel  free  to  attach  additional  pages  if 
extra  space  is  necessary  to  answer  any  questions.   TbaxJc  you  fee  laking  the  time  to 
respond. 

Name  of  County         /)t*/A>  Cou/i  -/m Qly      A)oi<^<9fj  io^.  AJC.     2.a^vs~ 

State  f^(^ 7Jo   2.p  ^.rr_  ^        Phofv  ^(JT^-^^  ^/  ^     fay  /-  7W->/Jrp:r7.fxy 

Contact  name  for  follow  up  /  »^     ^aSincr-^ _____^ 

1)  What  are  your  local  governments'  top  three  priorities? 


2)  Are  you  avare  of  any  federal-programs  that-addresttheie.priorities? 

i/^    Yes  No  (i,^  4-  no-f-  t*v^ch  \ 

Are  you  or  any  local  governments  in  your  region  receiving  funding 
under  any  of  these  programs?      — 1„^  Yes      No 

If  yes,  please  spedfy  local  government  and  programs  (atuch  additional  pages  if  nec- 
essary): ^..^Ir^  r..^^-U      i^^y^..r    jAfd^.f.^     C'-i-j^-P  /Tko^j",^  ia^  . 


3)  As  a  local  official,  vhat  impediments  have  your  governments  faced  in 
implementing  federal  programs  effectively  (other  than  the  need  for 
additional  funding)? 

■<)  During  the  fiscal  year,  were  any  local  governments  ij  you  region  or 
county  forced  to  reduce  or  postpone  programs  or  services?  If  yes,  please  list 
specific  programs/services  for  aiTected  governments  (attach  additional  pages  if      {^t\     i    j 
necessary).  MeS       'it/<';-\-Q      AfTr^i      C^mX-  hark-  or\     L.o-/>i-H    o-f-Tev-fs-jo 

AjtII^       ytvivN  /V\»S^. 
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Over  the  past  12  moatba  have  you  been  forced  to  make  reductions  in 

programs  and  services?        Yes       V     No       If  so  please  cbeclc  those 

programs  or  services  that  have  been  reduced  and  list  others  not  hii;h lighted  belov. 

public  safety  solid  waste  management 

corrections  community  t  Economic  Development 

judicial  it  legal  housing 

health/hospitals  .  parks  4c  recreatica 

public  velf  are  libraries 

roads/transpoctation  capital  projects 

education 

other . 

Were  any  governments  forced  to  raise  local  taxes  or  institute  new  user  fees 
or  service  charges?  Plea3e  specify  government  and  tax,  fee.  or  charge  (attach  addi- 
tion pages  if  necessary). 

1^  user  fees  for  selected  services        ^cl-i'A  oc^sie. 
_^ permits/license        Wd^  i»s^p^ti'«^  e^^e.^  i^e^l-VK 
Z^Aaps  for  waier/sewer 
^property  taxes  ^^^^  ^^^^^  ^.^  ^^^    ^  ,  o/^    -^  ^y^^^  ^^^ 

5)  Has  your  couhty  hadto"  makeemployeeTeductions  Ihis-pastflscal  year? 

Yes       -^  No 

If  so.  how  many  employees     ,  and  what  percent  of  your  work  foroe  does  this 

represent?    * 

6)  What  holds  the  greatest  potential  for  joh  creation  in  your  region  (attach 
additional  pages  if  necessary)? 


7)  Is  the  availability  of  capital  for  job  creation  and/or  infrastructure 
development  a  barrier  to  growth  in  your  community?    If  so.  what  voold 
help  you  remove  those  barriers  (attach  additional  pages  if  necessary)? 


^•^V Icalf- 


8)  If  you  were  to  meet  with  President  Qinton,  what  would  you  tell  him  rural 
America  needs  (attach  additional  pages  if  necessary)?  

What  can  rural  governments  do  to  help  the  country?  (attach  additional 
pages  if  necessary)?        r^Q.,>'jLP     «.-»jiv»^W^    o^^-     -^^^-^sgi  XU  \  {^ogt'^s^ 
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"OFF-THE-SHELF"  PROJECTS  -  INFRASTRUCTURE  PROJECTS 
THAT  COULD  BE  IMPLEMENTED  WITHIN  90  DAYS 

Please  nil  in  ibe  toble  below  liatirw  all  infraatrurture  projects  in  your  region  that 
could  be  implemented  vithin  90  days.  Make  copies  of  this  page  if  necessary-  and  use  as 
many  pages  as  you  need.  7  ** « 


Name  of  Goveniment 


TypcofProjea 
(bcief  descnpdoD) 


K>-«j\ro   CoZ<vsVa 


cviw^g r.a~-^v 


^=V 


'Ygx^i^n'T    V'vVc^l^P 


WkrvnicK^-<    'Ir;v>|Viv>i.T^H 


.V    ^^oJ    S^^V^.    T-P 


la 


s^pyS. 


lu'^    ^^\».lil. 


5r^ 


^ 


vau^js  rva  -c:^.>,-i.' 


vn^J^asWh  ^  Si'V  r^ 


J^. 


Cost  of 
Project 


ei.em.azi 


I      ) 


I,  SbOjQOO 


150)500  ■ 


Number 
of  Jobs 
Created 


2o 


l£^ 


Bw ki.  (^ </ --ITS- 


/ia^.^J/^.l  s^^^.,f,     /T/y. 


/ 


J.^^^,,,       i^/C./      /<<■<.  r'-r-ej'K 


_2c^^     U/.U     JZ.. 


'-^ 


-.^..-hr 


/ri>,7La„^    LU^-U-  Jii,^iH..>/r 


if^^O    cc 


2  n'^o.  Ota 


Z,  aao     nca 


/  6'^.  ^o 


"■ioJti;//-       -^n^i 


Afr-    cyrfhsrs'- 


Zi^.aoo 


M/r/^/lr,,^ 


f(  uj  i'-     Sr  r^iirro 


If^,  Coe> 


/ 


il//^.d-4-   ^/4 


^i 


C>/i». 


/  TO<',  C  t}a 


/O 


A'>'^ 


^iioe-'      ^y  rf/yj-ra^ 


/  §00.  OOP 


/2- 


A^ a^c^^yt  tS^*. 


W-lfA     U^i,-^      ^/a;/     £y€^ 


/^,aco,  aaa 


7<s 


LVtJt>'   /4t/     ^//^ytJ-.'j 


y-fao,  ooo 


zo 


^I'dti^a  /A      C-^rfrue./i'a^ 


flCo,  aa<' 


f 


/i£o,  goo 
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TOWN  OF  CATAWBA 

p.  O.  Box  70  Phona  704/2^1-2215 

CATAWBA.   N.   C.      28609 


DEC  2  8  1992 


TOWN  COUNCIL 

Mayor 

JOHN  H,  ELMOBE.  JR. 

Commissioners 
C.  BENNETT  GILBERT 

TROY  D.  KORN 
VANCE  L.  READUNG 
MITCHELL  S.  SETZER 


December   23,    1992 


Clerk-Treasurer 
DOLLY  K.  POPE 


Town  Administrator 
MICHAEL  E.  GRANDSTAFF 


Attorney 
THOMAS  W   WARLICK 


Mr.  Bobby  White,  Director 
Community  and  Economic  Development 
Western  Piedmont  Council  of  Governments 
317  First  Avenue  N-W. 
Hickory,  N.C.   28601 


Subject:   Potential  Economic  Stimulate  Projects 

Dear  Bobby, 

As  per  your  request  on  Potential  Economic  Stimulate  Projects  for  the 
Town  of  Catawba  in  which  we  could  have  under  contract  and  construction 
within  ninety  (90)  days  are  submitted  herein. 

If  you  need  any  additional  information  regarding  any  of  these  proposed 
projects,  please  do  not  hesitate  to  let  me  know  and  we  will  provide  the 
information . 

Thanks  for  keeping  us  informed  and  including  our  community  in  these 
proposals  . 

Here  is  wishing  you  and  the  WPCOG  staff  a  very  Merry  Christmas  and  a 
Happy  New  Year! 


Sincerely, 


Ma|.  ^'^aAJ^vi 


M.E.  Grandstaff, 
Town  Administrator 


enclosure 

pc:   Mayor  John  H.  Elmore,  Jr. 

Town  Board  of  Commissioners 
Attorney  Thomas  W.  Warlick 
Recil  Wright,  P.E. 
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Potential  Economic  Stimulate  Projects 
For 

Town  of  Catawba,  N.  C. 

(Unit  of  Local  Government) 


PROJECTS  THAT  COULD  BE  ONDER  CONSTRUCTION  IN  90  DAYS 


Name  of  Total  Pro- 

Proiect        *Tvpe    ject  CQSt 

1)  Hunsucker  Area     (water)     »63,000.00 

2)  Edna  &  Mayble  Sts.  (water)     $75,000.00  . 

3)  Hot  Rod  Road       (water)     $32,000.00 

4)  Hudson/Chapel  to   (water)    $275,000.00 
Bolton  Road 

5)Drumstead  (Eumon  St.  (sewer)    $290,000.00 

Influent  Sewer 
6)  Edna  &  Mayble  St.    (Sewer)    $180,000.00 

7)Connnunity  Recreation 

Park  (recreation)    $64,600.00 

8) 

9) 

10) 
11) 
12) 


Amount  of  Local  Grant  Amount 


S  Available 

$6,300.00 

$7,500.00 

$3,200.00 
$27,500.00 
$29,000.00 
$18,000.00 


(value  in  land) 
$32,300.00 


Weeded 


$56,700.00 

$67,500.00 

$28,800.00 

$247,500.00 

$261,000.00 

$162,000.00 

$32,300.00 


\"^  -^-^  ^^':? 


signed  and  Certified 


*water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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Poten'tlal  Economic  Stimulate  Projects 
For 

ALEXANDER  COUNTY 

(Unit  of  Local  Government) 


PROJECTS  THAT  COULD  BE  UNDER  CONSTRUCTION  IN  90  DAYS 


Name  of 

Total   Pro- 

Amount  of 

Local 

Grant  Amount 

Proiect 

*Tvpe 
Water 

$250,000 

S  Available 

Needed 

1)   16  South  Water 

$25,000 

$225,000 

2)   Sugar  Loaf  Water 

Water 

250.000 

-0- 

250.000 

3)   Bethlehem  Water 

Water 

800,000 

-0- 

800,000 

4)   Water  Interconnect 

Water 

500,000 

50,000 

450,000 

5)   EMS  Base 

General 
Purpose 

75,000 

25,000 

50,000 

6)   90  East  Sewer 

Sewer 

400.000 

30,000 

370,000 

7) 

8) 

9) 

10) 

11) 

12) 

Signed  and  Certified 


December  21,  1992 


Date 


Name  and  Title 


♦water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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Of  C  3  0  1932 


¥' 


1) 

2) 

3) 

4) 

5) 

6) 

7) 

8) 

9) 

10) 

11) 

12) 


Potential  Economic  Stimulate  Projects 
For 

TOWN  OF  CDNNRT.T.Y  .qPRTMnq 

(Unit  of  Local   Government) 

PROJECTS    THAT    COULD    BE    UMDER    CONSTRUCTIOW    IN    90    DAYS 

Name  of  Total   Pro-  Amount  of   Local  Grant  Amount 

Pr<?jggt  *Type  iect  cost  $  Available  Needed 

Israel  Chapel  Road 

Phase  II  -  Self-Help     Water  $106,688.50  $  53,344.25  $  53,344.25 


Signed  and  Certified 


Date  Name   and  Title  tJ 


•water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 
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^^^  3 1  m: 


Potential  Economic  Stimulate  Projects 
For 

TOWN  OF  HILDEBRAN 

(Unit  of  Local  Government) 


PROJECTS  THAT  COULD  BE  OWDER  CONSTRDCTIOW  IN  90  DAYS 


Name  of 
Proiect 

1)  RENOVATION  OF 

MUNICIPAL  COMPLEX 
2) 

3) 

4) 

5) 

6) 

7) 

8) 

9) 

10) 

11) 

12) 


*Type 


Total  Pro-     Amount  of  Local 
iect  Cost  S   Available 


GEN/GOVT.     $147  000. 


$80  000. 


Grant  Amount 

$67  000. 


DECEMBER  30.   1992 
Date 


/aiSg^5«^,_c. 


.Certified 
'•A. 

"•.•'■'■..'\T  NAmefand  Title 

*water,  sewer,  roads,  fire  departments,  general  purpose  government, 
recreation  facilities 


>^y^V/K_(^  .^CwJ^ 
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Mr.  Wise.  We  are  delighted  to  have  joining  us,  and  we  appreciate 
your  indulgence,  the  gentlewoman  from  Oregon,  who  we  had  the 
chance  to  discuss  infrastructure  and  public  works  with  a  great  deal 
with  last  week.  We  look  forward  to  your  testimony  today,  and  I 
welcome  you  for  any  remarks  you  may  wish  to  make. 

TESTIMONY  OF  HON.  ELIZABETH  FURSE,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  OREGON 

Ms.  FURSE.  Thank  you,  Mr.  Chairman,  and  thank  you  for  giving 
me  this  opportunity  to  testify.  I  will  ask  that  all  my  written  re- 
marks be  entered  into  the  record  and  I  will  just  speak  from  those. 

Oregon  is  ready,  willing  and,  most  importantly,  able  to  provide 
a  national  example  of  Federal,  local  and  private  cooperation  in 
transportation  and  economic  development.  It  is  important  and,  in 
fact,  vital  to  us  that  the  Light  Rail  Project  be  completed  before  our 
transportation  problems  become  untenable.  One  of  things  we  have 
done  in  Oregon  is  a  lot  of  preplanning. 

Oregon  has  committed  itself  to  building  a  light  rail  system  in 
good  time  for  our  commuters  and  our  communities.  We  have  the 
land  use  planning  in  place,  we  have  the  local  match  dollars  in 
place,  we  have  the  economic  and  environmental  assessment.  What 
we  now  need  is  the  Federal  commitment  to  be  realized. 

Section  3035(b)  of  ISTEA  authorized  $515  miUion  for  the  con- 
struction of  the  Westside  Light  Rail  Project,  and  this  project  is 
scheduled  for  completion  in  September  of  1997.  When  finished,  it 
will  be  a  33-mile  alignment  reaching  east  to  west,  with  Portland 
as  its  center. 

Last  October,  the  Metropolitan  Transit  District  and  the  Portland 
Region  entered  into  a  full  funding  agreement  with  the  Federal 
Transit  Authority,  and  this  summer  we  will  contract  to  construct 
the  tunnel  portion  of  the  project.  This  portion  of  the  project  is  ex- 
pected to  cost  $150  million,  and  we  will  also  acquire  low  floor  light 
rail  cars,  which  are  expected  to  cost  approximately  $90  million.  The 
low  floor  light  rail  cars  will  increase  the  cost  of  the  project,  but  we 
believe  that  having  them  is  important  to  this  project,  not  only  as 
state-of-the-art  technology  but  also  to  help  comply  with  transit  pro- 
visions of  the  ADA. 

In  response  to  the  incentives  of  ISTEA  for  expedited  FTA  review 
of  projects  in  section  3011,  the  Portland  Region  developed  an  inno- 
vative finance  plan  that  would  limit  the  section  3  share  of  the 
project  to  one-third  of  the  project  cost.  This  would  be  approximately 
$66  million. 

The  local  and  State  match  monies  would  also  fund  one-third,  and 
the  remaining  one-third  would  consist  of  $44  million  in  local-  and 
State-allocated  surface  transportation  funds. 

The  draft  environmental  study  has  been  completed  but  has  not 
yet  been  approved  by  the  FTA.  We  need  to  advance  the  Hillsboro 
extension  in  a  timely  manner  for  the  additional  funding  authority 
that  is  going  to  be  necessary. 

The  thing  about  the  Oregon  Light  Rail  Project  is  that  it  will  de- 
velop, and  already  has  economic  development  along  its  corridors.  It 
has  been  a  spur  to  economic  development  as  it  is  extended. 

The  Portland  region's  rail  project  is  aggressive,  however,  past 
history  demonstrates  the  region  and  the  State  of  Oregon  are  pre- 
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pared  to  provide  the  funding  and  make  the  difficult  choices  to  ad- 
vance this  agenda.  The  continued  participation  and  support  of  Con- 
gress is  essential  in  realizing  the  fulfillment  of  this  vital  program. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  thank  you  very  much  and,  as  I  say,  we  talked  about 
this  a  good  deal  last  week.  The  question  I  have  is  would — and  there 
are  really  two  proposals,  I  think,  that  are  going  to  be  taken:  One 
would  be  called  a  short-term  economic  stimulus  package;  that  is, 
projects  that  are  ready  to  go;  and  a  longer  term  one,  which  would 
probably  involve  full  funding  for  ISTEA,  and  other  projects. 

The  previous  witness  testified  and  suggested  that  the  short-term 
package  ought  to  apply  only  to  projects  for  which  the  funding 
would  complete  that  project  that  year.  And  I  just  wonder  how  you 
would  feel  about  that  and  whether  you  would  see  this  project  being 
the  one  that  you  reference  being  part  of  a  longer,  the  longer-term 
package? 

Ms.  FURSE.  Well,  because  we  have  so  much  of  this  funding  in 
place  already,  I  would  see  this  as  being  necessary  to  complete  the 
project.  Because  we  can  begin  the  project.  We  don't  have  to  wait 
for  something  to  happen,  except  the  commitment  for  it  to  happen. 

It  is  a  fairly  short-term  investment.  We  are  not  talking  about  20 
years.  We  have  half  of  the  project  really  done,  the  east  side  part, 
it  is  just  the  completion  of  the  further  part.  So  I  would  see  us  hav- 
ing the  fiinding  there  for  the  entire  project  as  we  in  Oregon  have 
already  put  together  considerable  amount  of  the  funding  ourselves. 

Mr.  Wise.  And  under  the  present  scenario,  when  would  that 
project  be  completed  on  the  present  funding  schedules? 

Ms.  FuRSE.  It  is  my  understanding  it  will  be  completed  in  1997. 
I  do  have  with  me  someone  from  the  Tri-Met.  Yes,  it  is  September 
1997  that  the  project  would  be 

Mr.  Wise.  Is  that  the  assumed,  the  present  fxmding  levels  for 
ISTEA,  or  would  it  be  possibly  accelerated  if  there  were  full  appro- 
priation for  ISTEA?  Right  now  the  Highway  Act  is— when  it  was 
authorized  and  what  is  being  spent,  there  is  a  difference  of  $4  bil- 
lion. 

Ms.  FURSE.  I  understand  it  would  be  with  the  full  funding  of 
ISTEA.  If  we  got  accelerated  funding,  we  could  complete  the  por- 
tion which  goes  to  the  city  of  Hillsboro,  so  that  would  also  allow 
us  to,  with  accelerated  funding,  to  complete  the  entire  project  by 
1997. 

Mr.  Wise.  I  see.  I  appreciate  that  very  much,  and  I  think  that 
this  is  a  very  important  project,  and  I  know  that  you  have  been 
very  concerned  about  it  and  advocating  it  strongly  and  accelerating 
the  construction  of  it. 

It  seems  to  me  something  that  certainly  ought  to  be  accelerated, 
both  in  the  interest  of  short-term  jobs  and,  more  importantly,  for 
long-term  investment,  and  I  will  be  glad  to  work  with  you  on  see- 
ing that  happen. 

Ms.  FuRSE.  Great.  We  do  think  we  are  really  in  a  prime  position 
to  show  this  can  be  done  with  proper  funding  and  with  proper 
planning. 

Mr.  Wise.  Thank  you. 

[Ms.  Furse's  prepared  statement  follows:] 
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TESTIMONY  OF  CONGRESSWOMAN  ELIZABETH  FURSE 

HOUSE  PUBLIC  WORKS  AND  TRANSPORTATION  COMMITTEE 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

February  3,  1993 

Mr.  Chairman,  thank  you  for  providing  me  the  opportuni- 
ty to  appear  today  before  the  House  Public  Works  and  Transporta- 
tion Subcommittee  on  Economic  Development. 

Oregon  is  ready,  willing,  and  most  importantly,  able  to 
provide  a  national  example  of  federal,  local  and  private  coopera- 
tion in  transportation  and  economic  development.   It  is  vital 
that  light  rail  be  completed  before  our  transportation  problems 
become  untenable. 

Oregon  has  committed  itself  to  building  a  light  rail  system  in 
good  time  for  our  commuters  and  our  communities. 

We  have  land  use  planning  in  place.   We  have  the  local 
match  dollars  in  place.   We  have  done  the  economic  and  environ- 
mental assessment.   Now  we  need  the  federal  commitment  to  be 
realized. 

Section  3035(b)  of  ISTEA  authorized  $515  million  for 
the  construction  of  the  Westside  Light  Rail  Project.   The  fin- 
ished project,  scheduled  for  completion  in  September  1997  will  be 
a  33  mile  alignment  reaching  from  east  to  west  with  Portland  as 
the  hub. 
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Last  October  the  Tri-County  Metropolitan  Transit 
District  of  Oregon  and  the  Portland  region  entered  into  a  Full 
Funding  Grant  Agreement  (FFGA)  with  the  Federal  Transit  Adminis- 
tration for  the  Westside  project.   This  summer,  contracts  to 
construct  the  tunnel  portion  of  the  project,  which  is  expected  to 
cost  approximately  $150  million,  and  to  acquire  low  floor  light 
rail  cars,  which  is  expected  to  cost  approximately  $90  million, 
are  expected  to  be  let. 

The  low  floor  light  rail  cars  are  a  recent  addition  to 
the  project.  The  Portland  region  decided  to  move  forward  with 
the  purchase  of  these  vehicles  in  response  to  the  Americans  with 
Disabilities  Act  (ADA).  These  will  be  the  first  low  floor  light 
rail  cars  placed  in  revenue  service  in  North  America.  While  the 
vehicles  are  widely  used  in  Europe,  they  must  be  adapted  to  meet 
U.S.  crash-worthiness  standards  and  to  travel  at  higher  speeds 
than  in  Europe. 

The  low  floor  light  rail  cars  will  increase  the  cost  of 
the  project  beyond  the  $515  million  authorized  in  ISTEA.   An 
additional  $35  million  will  be  necessary  to  acquire  the  vehicles 
and  modify  the  existing  alignment  to  accommodate  the  cars.   The 
Portland  region  decided  to  acquire  the  low  floor  cars,  rather 
than  purchase  more  of  the  existing  vehicles  and  construct  addi- 
tional wayside  wheelchair  lifts,  based  on  a  thorough  review  of 
low  floor  car  technology  and  a  conviction,  arrived  at  after 
extensive  citizen  participation,  that  these  vehicles  would 
provide  enhanced  access  over  the  existing  vehicles. 

-2- 
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The  scope  of  the  Westside  Project  was  also  reduced  from 
$565  million  in  section  3  funds  to  $515  million  as  a  result  of 
the  authorization  level.   This  necessitated  the  deferral  or 
elimination  of  $37  million  in  project  elements.   Among  the 
project  elements  affected  are  two  stations,  downsizing  of  park 
and  ride  lots,  grade  crossing  and  some  communications  capability. 
Restoration  of  these  project  elements  through  additional  authori- 
zation would  ensure  that  the  project  can  accommodate  expected 
ridership. 

ISTEA  also  created  a  special  category  of  transit 
projects  known  as  "Programs  of  Interrelated  Projects."  The 
Westside  Light  Rail  Project,  including  the  extension  to  downtown 
Hillsboro,  was  included  in  this  category.   ISTEA  authorized 
funding  for  the  project  only  through  the  preliminary  engineering 
stage  - 

In  response  to  the  incentives  of  ISTEA  for  expedited 
FTA  review  of  projects  in  section  3011,  the  Portland  region 
developed  an  innovative  financing  plan  that  would  limit  the 
section  3  share  of  the  project  to  one-third  of  the  project  cost. 
This  would  be  approximately  $66  million.   Local  and  state  match 
monies  would  also  fund  one-third.   The  remaining  one-third  would 
consist  of  $44  million  in  local  and  state  allocated  Surface 
Transportation  Program  funds  and  $22  million  in  section  9  formula 
monies . 

The  Draft  Environmental  Impact  Statement  (DEIS)  has 
been  completed  by  the  region  but  has  not  been  approved  by  the 
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Federal  Transit  Administration  (FTA).   The  benefits  the  Portland 
region  hoped  to  attain  by  its  innovative  financing  package  have 
yet  to  materialize.   Nonetheless,  the  region  is  committed  to 
moving  forward  with  this  package  and  similar  initiatives  for 
future  transit  projects. 

To  advance  the  Hillsboro  extension  in  a  timely  fashion 
additional  funding  authorization  is  going  to  be  necessary.   It  is 
hoped  that  construction  of  the  project  can  occur  concurrently 
with  the  Westside  project  and  begin  in  late  1994  or  early  1995. 
The  Committee's  assistance  in  approving  the  use  of  these  addi- 
tional monies  is  critical  to  this  project  going  forward. 

The  Portland  region's  rail  program  is  aggressive. 
However,  past  history  demonstrates  that  the  region  and  the  state 
of  Oregon  are  prepared  to  provide  the  fiinding  and  make  the 
difficult  choices  to  advance  that  agenda.   The  continued  partici- 
pation and  support  of  Congress  is  essential  to  realizing  the 
fulfillment  of  this  program. 
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Mr.  Wise.  I  am  happy  now  to  tiim  to  the  gentleman  from  Ken- 
tucky. We  just  had  one  of  your  colleagues,  Mr.  Mazzoli,  testify,  but 
I  want  you  to  know  that  I  looked  down  here  and  I  just  refused  to 
let  all  the  economic  stimulus  go  to  Ron's  district,  as  able  a  person 
as  he  is.  Of  course,  Ron  Mazzoli,  he  would  want  to  share  anything 
anyhow. 

So  we  welcome  you  and  look  forward  to  your  statement. 

TESTIMONY  OF  HON.  SCOTTY  BAESLER,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  KENTUCKY 

Mr.  Baesler.  Thank  you,  Mr.  Chairman.  My  statement  will  be 
a  little  different  because  I  am  taking  this  opportunity  to  suggest 
an  approach,  or  at  least  give  you  my  ideas  on  an  approach  rather 
than  on  specific  projects,  and  I  am  going  to  skip  some  of  my  state- 
ment because  I  Imow  you  have  been  here  a  long  time. 

Mr.  Wise.  We  are  in  good  shape.  We  just  had  a  recess. 

Mr.  Baesler.  Oh,  great.  Generally,  what  I  am  getting  at  is,  I 
think  the  local  communities  and  the  States  should  have  more  say 
in  what  we  do  with  the  money.  Specifically,  if  there  is  an  allocation 
of  money  for  public  works,  I  am  of  the  opinion  we  should  involve 
the  States  in  determining,  or  in  the  particular  local  communities, 
in  how  they  want  to  use  it.  So  I  will  go  through  my  statement  and 
keep  it  in  order  since  there  is  no  time  problem. 

The  national  goals  of  the  economic  recovery  can  best  be  met  by 
creative  projects  in  States,  cities  and  counties.  It  will  not  only  re- 
quire increases  in  Federal  funding  but  also  the  freedom  for  local  of- 
ficials to  channel  these  dollars  into  creative  locally  identified 
projects. 

Local  officials  and  State  officials  are  closest  to  the  problems  and, 
thus,  more  able  to  identify  the  local  solutions.  However,  as  a  Na- 
tion, we  continue  to  channel  vital  assistance  through  specific  cat- 
egorical type  grants.  Local  officials  are  then  required  to  force  their 
local  round  peg  problems  or  ideas  into  square  holes  of  Federal  an- 
swers and  programs.  We  do  not  serve  the  public  by  this  method. 
Implementing  national  goals  for  economic  recovery  will  require  es- 
tablishing trust  between  and  adequate  levels  of  support  for  all  lev- 
els of  government. 

The  reasons  for  increased  national  public  investment  in  infi*a- 
structure  and  economic  development  and  capital  programs  at  the 
local  level: 

One.  Creates  jobs  in  areas  which  need  them  most  and  reduces 
the  drain  on  other  areas  of  the  Federal  budget.  It  is  far  less  expen- 
sive to  employ,  build  projects  and  create  opportunities  for  individ- 
uals than  it  is  to  compensate  them  for  being  idle. 

Every  capital  project  financed  by  public  dollars  can  typically  be 
structured  to  encourage  spinoffs  in  private  investment  within  a 
community.  As  a  result,  tax  bases  and  receipts  are  increased  and 
additional  services  can  be  provided. 

Many  communities  lack  sufficient  revenues  fi-om  their  own 
sources  to  now  meet  their  share  of  the  Federal  program  costs, 
grant  matches  or  loan  responsibilities.  Local  economies  lag  behind 
the  national  economy.  As  such,  local  infrastructure  investment  can 
take  place  only  when  the  economy  as  a  whole  is  healthy.  If  the  goal 
is  to  stimulate,  then  activity  must  take  place  at  the  local  level  with 
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increased  funds  and  with  criteria  designed  to  move  the  dollars 
quickly. 

Kentucky  communities  have  a  variety  of  needs  for  infrastructure 
funding  of  roads,  utilities  and  community  facilities.  These  needs  far 
outstrip  any  available  resources.  For  example:  Kentucky  currently, 
as  a  State,  receives  $33.5  million  a  year  in  community  development 
block  grants.  These  grants,  which  flow  to  the  State  government, 
are  allocated  for  projects  involving  housing  and  so  forth.  The  Farm- 
ers Home  Administration  is,  as  you  well  know,  a  key  source  of 
funds  for  Kentucky  communities,  as  well  as  the  Appalachian  Re- 
gional Commission.  At  least  six  of  my  counties  have  these  funds. 

Within  my  district,  there  are  over  $13  million  in  economic  devel- 
opment infrastructure  needs  being  developed.  These  are  primarily 
for  utilities  and  roads  to  serve  newly  acquired  or  expand  industrial 
parks.  Other  water  and  wastewater  needs  in  the  6th  District  total 
over  $102  million. 

What  is  most  significant  about  the  examples  such  as  these  are 
not  that  they  exist  and  that  there  is  not  enough  funds  to  cover 
them  all,  but  rather  the  elaborate  process  local  communities  and 
the  leaders  must  go  through  in  meeting  their  basic  needs. 

Most  local  projects  can  significantly  increase  in  cost  due  to  the 
very  time-consuming  process  of  blending  dollars  from  a  variety  of 
sources.  A  typical  infrastructure  or  economic  development  project 
in  Kentucky  requires  numerous  grants  to  CDBG,  Appalachian  Re- 
gional Commission,  Farmers  Home,  Environmental  Protection 
Agency,  and  various  loans  through  private  sources  or  public  infra- 
structure bond  banks.  The  administrative  overhead  on  these  lim- 
ited projects  is  considerable. 

These  various  grant/loan  programs  do  not  change  a  particular 
project  the  local  leader  seeks  to  complete,  but  rather  change  which 
funding  sources  he  or  she  utilizes.  The  fact  that  each  funding 
source  has  a  separate  eligibility  and  criteria  makes  for  a  very  com- 
plex and  confusing  project,  which  is  oftentimes  difficult  to  explain 
to  the  public. 

My  recommendations  and  alternatives:  There  exists  a  strong  ra- 
tionale for  increased  funding  and  greater  local  flexibility  in  Federal 
grants  and  loan  programs.  This  is  particularly  true  in  economic  de- 
velopment and/or  basic  infrastructure  projects.  The  goals  should  be 
to  quickly  move  these  projects  forward  in  an  effort  to  stimulate  the 
economy  and  create  needed  jobs. 

In  Kentucky,  we  have,  as  already  listed,  numerous  projects  ready 
to  go,  but  held  back  on  the  slow  track  of  having  to  meet  detailed 
criteria  from  a  variety  of  funding  sources. 

I  recommend  the  following:  One,  obviously,  is  to  increase  funding 
for  local  capital  projects  which  we  are  talking  about. 

Two.  The  creation  of  a  one-stop  distribution  center  for  those 
funds.  The  center  of  the  agency  should  be  designed  so  as  to  be  able 
to  fund  a  variety  of  capital  projects  and  needs.  One  agency 
overseeing  the  funds  and  capable  of  funding  diff"erent  types  of 
projects  will  prevent  multiple  local  applications  to  a  host  of  dif- 
ferent agencies,  each  with  their  own  criteria  and  schedule  for  re- 
view. 

Three.  Establishment  of  a  fairer  and  more  equitable  distribution 
of  these  funds  whereby  all  communities  can  benefit.  Criteria  should 
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be  simple  and  allocate  available  funds  on  a  basic  formula  basis 
using  such  factors  as  population,  per  capita  income,  local  tax  ef- 
forts, urbanized  popiilation,  and  another  I  might  throw  in  that  is 
not  in  the  written  statement,  and  what  potentieil  job  creation  will 
each  project  bear. 

It  was  a  simple  formula  such  as  this  which  made  general  reve- 
nue sharing  so  popular  with  and  effective  in  local  communities. 
While  the  foiancial  abihty  of  the  Federal  Government  to  share  has 
been  reduced,  the  concept  of  allocation  fairness  bears  review  and 
consideration  if  an  economic  stimulus  package  involving  infrastruc- 
ture improvements  is  recommended. 

A  justification  for  this  approach:  Increased  funding  combined 
with  a  simple  fair  allocation  of  dollars  based  on  criteria  already 
mentioned,  such  as  population,  income,  local  tax  efforts,  and  so 
forth,  or  any  other  things  you  might  want  to  put  in  to  assure  the 
money  is  going  to  create  jobs,  would  easily  be  justified. 

The  ease  of  administration,  number  one.  Two,  its  speed.  And  we 
are  talking  here  about  if  you  don't  have  a  job  creation,  if  you  have 
to  wait  four  or  five  years  to  get  it.  Three  allows  local  officials  clos- 
est to  the  needs  and  the  problems  of  the  citizens,  whether  it  is  a 
train  rail  or  whether  it  is  storm  water,  or  whatever  it  might  be,  let 
the  local  communities  get  involved.  Aiid  that,  in  itself,  would  en- 
courage local  communities  to  come  up  with  some  of  their  own 
money  if  they  had  it. 

Continue  to  create  movement  and  leadership  of  States  and  com- 
munities which  developed  during  the  1980s  and  1990s  whereby 
new  innovative  programs  and  projects  were  developed  at  these  lev- 
els of  government. 

Allow  local  communities  to  meet  their  economic  development  or 
infrastructure  needs  without  the  need  to  shortchange  other  basic 
local  services. 

Thank  you,  Mr.  Chairman.  Those  are  just  my  comments  on  the 
approach. 

Mr.  Wise.  I  appreciate  it,  and  I  would  really  like  to  expand  on 
that  a  little  bit  because  of  your  past  experience,  as  I  recall,  as  a 
mayor,  and  your  dealing  directly  with  this  at  the  local  level. 

My  feeling  is  much  the  same  as  yours;  that  you  have  a  myriad 
of  agencies  that  could  be  involved  in  this.  We  were  talking  a  little 
earlier,  but  I  made  a  list  nmning  fi"om  Farmers  Home,  RDA,  HUD, 
Department  of  Transportation,  EPA,  Clean  Water,  EDA,  ARC. 

If  you  could  comment — if  you  could  put  your  former  hat  on  for 
a  second  and  comment  fi'om  the  mayor's  standpoint.  I  suspect  if 
you  suddenly  saw  in  the  paper  that  there  is  an  economic  stimulus 
package  that  you  could  make  application  for  projects  ready  to  go 
in  90  days,  but  you  have  to  sort  through  the  maze  and  figure  out 
what  you  want  and  target  it  to  each  of  those  agencies — is  that  a 
difficult  process? 

Mr.  Baesler.  Very  difficult,  because  each  one  will  have  different 
quaUfications.  CDBG,  you  have  to  be  at  certain  income  levels;  or 
the  ARC — in  my  district  I  have  six  counties  that  have  ARC  and  the 
other  12  do  not  have  ARC  funding. 

If  you  would  tell  us,  tell  local  government,  okay,  you  have  this 
$34  milUon,  you  have  this  amount  of  time  to  get  it  together  and 
come  back  with  a  proposal,  and  you  have  to  create  this  many  jobs, 
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boom,  boom,  boom,  get  it  together,  the  first  thing  they  woxild  do  is 
get  their  own  people  together  and  say  what  are  our  priorities.  The 
next  thing  they  will  do  is  go  to  the  State  and  say.  State,  we  have 
X  amount  of  dollars,  how  much  can  you  throw  in  if  we  can  do  X, 
Y,  and  Z. 

Within  90  days,  the  local  government  comes  to  the  Federal  Gov- 
ernment and  says  here  is  what  we  can  do;  how  fast  can  we  do  it? 
This  is  how  many  jobs  we  will  have,  and,  basically,  here  is  what 
we  are  going  to  put  up,  or  v/hat  we  need.  And  that  way,  then,  let 
that  institution,  that  entity,  if  it  has  to  distribute  or  bring  it  from 
different  agencies,  let  them  do  it.  Because  local  governments  will 
not  be  able  to  respond  in  a  year's  time  if  we  have  to  go  through 
eight  or  10  agencies,  and  we  will  not  do  the  big  project  but  a  little 
here  and  a  little  there. 

Mr.  Wise.  You  hit  on  the  main  concern  I  have.  In  1976  and  1977, 
in  the  Local  Partnership  Act,  or  local  public  works  bill,  the  Eco- 
nomic Development  Administration  was  designated  the  central 
agency.  And,  effectively,  what  you  just  outlined  was  the  process. 
There  were  certain  broad  guidelines  you  met  when  you  applied  to 
EDA  and  they  allocated  the  money  to  the  State  or  cities.  And  as- 
simiing  you  met  those  guidelines,  that  is  how  it  came  as  opposed 
to  you  appljdng  to  all  the  different  agencies. 

Does  that  sound  workable  to  you? 

Mr.  Baesler.  Workable.  It  would  be  workable.  Because  during 
that  program,  what  you  were  talking  about  earlier,  we  also  had 
revenue-sharing  come  at  the  same  time  and  we  lost  it  about  1985 
or  1986.  So  it  would  be  workable. 

I  think  what  has  to  be  clear  to  everybody  is  that  you  have  got 
a  responsibility  to  create  jobs  if  we  give  you  the  money,  number 
one.  Don't  bring  us  a  project  that  doesn't  create  any  jobs.  Number 
two,  is  that  we  are  ready  to  move;  you  have  to  be  ready  to  move. 
We  do  not  have  planning  time  for  six  months.  Everybody  has  got 
those  kinds  of  projects. 

And,  number  three,  we  will  look  at  you  a  little  better  if  you  have 
some  local  money  and  State  money  with  you.  There  will  be  certain 
criteria.  Because  you  are  going  to  leverage — this  $30  billion  can  be 
leveraged  into  $150  billion,  in  some  instances,  if  you  use  local  com- 
munities.. You  do  not  want  to  make  communities  who  do  not  com- 
pete with  those  who  do,  so  you  have  to  break  it,  like  we  used  to 
do  in  UDAG  grants,  where  you  had  a  certain  group  with  10  percent 
and  another  group  with  different  qualifications. 

So  we  don't  want  to  make  them  compete  against  each  other,  but 
they  should  be  separate  pots,  and  that  way  we  can  leverage  the 
$30  billion,  I  think,  into  hundreds  of  bilhons  of  dollars  if  we  leave 
a  lot  of  the  initiative  up  to  the  State  and  local  governments.  Be- 
cause they  know  what  they  need  and  they  know  where  they  can 
get  their  support.  Might  be  private  sector  or  public  or  wherever. 

So  I  think  that  is  what  we  need  to  do.  Otherwise,  we  spend  $30 
biUion  and  not  get  anything  other  than  $30  billion.  We  will  get  150 
if  we  leverage  it. 

Mr.  Wise.  But,  as  you  point  out,  if  we  are  talking  about  getting 
money  out  quickly,  where  it  will  do  the  most  good,  if  you  make 
every  municipality  apply  to  every  agency,  it  is  going  to  be  a  year 
before  you 
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Mr.  Baesler.  We  are  all  going  to  be  here  next  year  saying  we 
want  to  create  jobs. 

Mr.  Wise.  I  know  when  you  were  mayor  you  represented  a  larger 
urban  area,  but  I  can  teU  you,  West  Virginia,  with  the  exception 
of  a  couple  of  municipalities,  we  don't  have  full  time  grant  writers 
on  staff  that  can  be  tracking  that  all  the  time. 

Mr.  Baesler.  No.  Our  objective  is  to  get  the  money  out.  We  have 
to  make  it  simple  and  easy  for  most  of  the  country,  and  they  will 
come  with  good  projects  and  they  will  come  together  if  they  know 
they  have  to  do  that. 

Mr.  Wise.  I  appreciate  that  very  much.  You  have  all  given  some 
insightful  testimony. 

Let  me  ask  Ms.  Molinari  if  she  had  any  questions. 

Ms.  Molinari.  No,  thank  you. 

Mr.  Wise.  We  are  happy  to  recognize  now  the  gentleman  from 
Pennsylvania,  Mr.  Santorum.  We  have  been  hearing  testimony  on 
the  role  of  infrastructure  and  short-  and  long-term  investment  and 
we  look  forward  to  your  remarks. 

TESTIMONY  OF  HON.  RICK  SANTORUM,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  PENNSYLVANIA,  AND  HON.  CHRISTOPHER 
SHAYS,  A  REPRESENTATIVE  IN  CONGRESS  FROM  CONNECTI- 
CUT 

Mr.  Santorum.  I  appreciate  the  promptness  by  which  you  get 
called  in  this  committee. 

Mr.  Wise.  You  move  this  place, 

Mr.  Santorum.  This  is  my  second  term,  and  you  usually  have  to 
wait  around  for  an  hour  or  two  while  everybody  drones  on.  I  will 
try  not  to  drone  on  and  will  submit  a  full  statement  for  the  record. 

The  reason  I  am  here  is  to  do  what  the  gentleman  was  just  com- 
menting on,  how  we  can  accelerate  infrastructure  spending.  Obvi- 
ously, it  is  something  the  new  administration  wants  to  do  and  I  am 
very  supportive  of. 

The  question  is  how  are  we  going  to  do  it  without  raising  taxes, 
cutting  spending,  violating  the  Budget  Act,  and  a  whole  host  of 
other  things  that  are  parameters  which  may  be  put  upon  this  com- 
mittee. 

I  have  been  working  with  a  gentleman,  Scott  Reznick,  sitting  be- 
hind me,  who  is  not  a  constituent  but  from  Pennsylvania.  Particu- 
larly, we  have  been  working  on  ideas  having  to  do  with 
securitization,  and  we  have  submitted  copies  of  a  report  which  will 
be  made  available  to  you.  We  have  already  submitted  a  copy  of  the 
report  to  the  Chairman  and  members  of  the  full  committee. 

We  have  also — since  Ways  and  Means,  of  which  I  am  a  new 
member,  also  has  jurisdiction  over  this  area — submitted  copies  to 
Mr.  Rostenkowski  and  Mr.  Archer  for  their  perusal.  But  we  think 
this  is  an  opportunity  for  us  to  do  all  the  things  I  just  said;  meet 
with  the  budget  agreement,  not  raise  taxes  but  yet  accelerate  infra- 
structure spending  by  using  securitization  of  a  stream  of  funding 
that  is  predictable  and  anticipated  over  the  next  five  years;  to  take 
that  money,  basically,  borrow  against  it,  use  it  as  a  credit  enhance- 
ment to  then  fund  departments  of  transportation  agencies  fully  in 
the  first  year  so  they  can  then  plan  a  five-year  expenditure  over 
that  time  but  have  the  money  in  year  one. 
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It  is  an  innovative  way  of  going  about  it.  I  think  it  is  something 
to  look  into  in  this  committee.  I  hope  we  on  the  Ways  and  Means 
Committee  look  into,  and  maybe  with  the  joint  jurisdiction  even 
have  some  sort  of  hearings  to  look  into  this.  I  think  it  is  an  idea 
that  serves  the  time  well  because  we  are  under  very  tight  budget 
constraints,  and  yet  it  is  an  opportunity  for  us  to  accelerate  spend- 
ing without  impacting  the  budget  agreement. 
And  I  will  stop  right  there. 

Mr.  Wise.  Thank  you  very  much.  If  you  could  stay  just  a  minute. 
We  are  deUghted  to  also  have  joining  us  the  gentleman  from  Con- 
necticut, Mr.  Shays. 

Chris  and  I  worked  last  year,  along  with  Ron  Machtley,  in  put- 
ting together  a  formula  for  the  Local  Partnership  Act,  which  Chris, 
it  is  my  understanding,  that  that  bill  if  it  has  not  been  reintro- 
duced today,  it  is  being  reintroduced  and,  basically,  carries  that 
formula  that  we  worked  on.  So  that,  hopeftilly,  will  be  the  vehicle 
for  discussion  of  any  kind  of  allocation  formula. 

I  certainly  appreciated  the  chance  to  work  with  you  last  year  as 
we  tried  to  perfect  that  and  make  sure  the  limited  amounts  of  dol- 
lars got  to  the  people  who  needed  them. 

Happily,  I  turn  to  Mr.  Shays  for  any  statement  he  may  wish  to 
make. 

Mr.  Shays.  Thank  you.  Chairman  Wise,  and  Representative  Mol- 
inari.  It  is  very  nice  for  me  to  be  here.  Let  me  say  I  was  very  grate- 
ful to  have  been  able  to  work  with  you  Mr.  Wise.  I  joined  the  Gov- 
ernment Operations  Committee  on  a  revenue-sharing  bill  that  in 
fact  would  have  been  targeted  to  more  needy  areas. 

I  am  here  because  I  think  the  work  you  are  doing  in  regard  to 
an  economic  stimulus  package  is  essential,  and  I  am  here  to  make 
an  argument  for  two  areas.  I  just  came  back  from  a  Budget  hearing 
where  Dr.  Reischauer  was  making  it  very  clear  that  the  deficit  is 
an  enemy  to  the  future  growth  of  our  country.  It  is  affecting  sav- 
ings and  investment  in  a  significant  way.  And  our  future  productiv- 
ity is  suffering  as  a  result  of  it. 

So  I  asked  him,  "Is  the  deficit  more  important  than  the  stimulus 
package?"  He  rephed,  "Well,  clearly  the  deficit  is  more  important, 
but  if  you  are  going  to  do  a  stimulus  package  and  may  want  to  be- 
cause we  are  still  not  sure  we  are  getting  out  of  this  recession  as 
quickly  as  we  need  to,  make  sure  that  you  focus  in  on  what  is  truly 
investment.  Don't  just  stimulate  the  economy  without  having  there 
be  some  future  payback." 

And  I  am  here  to  make  the  argument  in  as  strong  a  way  as  I 
possibly  can  that  you  must  focus  in  on  the  need  of  the  urban  areas, 
you  must  help  rebuild  our  urban  areas,  and  you  must  focus  in  on 
the  environmental  concerns  that  we  have. 

Let  me  just  address  first  the  needs  of  our  urban  areas.  Our  cities 
are  dying,  and  candidly,  both  parties  have  forgotten  our  cities.  I 
don't  see  how  you  move  this  country  forward  economically  if  you 
leave  our  cities  behind. 

What  we  need  to  do  is  bring  businesses  back  into  urban  areas 
to  create  jobs  and  to  pay  taxes.  And  to  me  one  of  the  best  ways 
to  do  that  besides  enterprise  zones  that  would  truly  attract  manu- 
facturing is  for  an  economic  development  block  grant  to  be  apphed 
to  our  urban  areas. 
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I  know,  Mr.  Chairman,  you  basically  have  one  city  that  would  be 
impacted  by  this  legislation,  and  I  want  to  acknowledge  that.  But 
I  am  focused  in  on  645  of  the  most  needy  urban  areas  around  the 
country.  And  I  think  you  have  a  chart  that  would  show  what  $5 
billion  would  do  for  these  areas. 

For  instance.  New  York  City  would  get — Representative  Mol- 
inari — ^half  a  billion  dollars  of  money  for  development  of  its  infra- 
structure. Bridgeport,  Connecticut  would  get  about  $12  million. 
And  of  that  $12  miUion,  we  would  rebuild  our  harbor,  we  would 
build  a  road  to  an  industrial  park  that  is  more  than  400  acres  that 
is  now  fallow,  and  needs  to  be  cleaned  up.  We  would  attract  busi- 
nesses back  to  our  areas  to  do  the  things  we  talk  about,  paying 
taxes  and  creating  jobs,  making  cities  economically  independent, 
not  making  them  dependent  on  a  fund  that  could  conceivably  be 
eaten  up  by  its  employees,  but  bringing  in  taxpayers  coming  back 
in  because  the  infrastructure  in  our  cities  will  be  rebuilt. 

So  I  hope  you  would  look  at  our  economic  block  development 
grant  program.  It  is  modeled  after  the  Commiuiity  Development 
Block  Grant  program,  but  it  focuses  on  cities  of  greater  need,  and 
in  addition,  the  money  would  be  spent  on  infrastructure  issues, 
public  works  issues,  roads,  bridges,  harbors,  sewage  treatment 
plants. 

And  that  gets  me  to  the  second  point.  The  Federal  Government 
was  in  the  sewage  treatment  plant  business  and  got  out  of  it.  The 
Federal  Government,  the  States  and  local  communities  spent  about 
$52  billion  and  operated  sewage  treatment  plsints.  And  now  we  just 
have  a  revolving  fund  with  very  httle  money  in  it. 

We  have,  it  is  estimated,  $50  billion  more  to  upgrade  our  sewage 
treatment  plants,  of  which  our  major  cities  have  a  tremendous 
need.  We  are  polluting  our  environment,  we  are  destroying  our  en- 
vironment. The  payback  of  cleanup  of  these  sewage  treatment 
plants  would  obviously  have  economic  stimulus. 

Public  works  is  American  jobs  and  American  materials.  We  had 
the  tax  law  of  1986.  We  encouraged  consumption,  discouraged  in- 
vestment, and  the  Japanese,  the  Europeans  were  deUghted  because 
all  their  consumer  goods  were  bought  by  Americans  who  had  a  lit- 
tle more  money  to  spend  on  consumer  issues. 

I  am  delighted  you  are  looking  at  investment  programs  and  pub- 
lic works.  I  am  making  a  strong  argument  they  should  be  focused 
on  urban  areas  that  need  help  and  maybe  a  companion  package  for 
rural  areas  that  need  it,  but  make  sure  we  are  not  putting  money 
into  suburbsin  areas  that  don't  have  the  same  kind  of  need. 

I  am  also  making  a  strong  plea  that  you  are  encouraging  our 
government  to  get  back  into  the  sewage  treatment  plant  business. 

Thank  you  very  much. 

Mr.  Wise.  You  make  very  excellent  points.  The  sewage  treatment 
plant  business  is  crucial,  particularly  with  the  Clean  Water  Act 
scheduled  to  expire  in  1994,  and  that  would  be  the  demise  of  the 
State  revolving  fund.  And  the  job  clearly  is  not  done. 

I  think  the  figures  you  were  citing  were  EPA  figures  of  the  esti- 
mated need.  I  have  seen  some  figures  that  run  as  high  as  between 
$110  and  $140  bilUon.  And  particularly  as  the  Federal  Government 
imposes  more  environmental  mandates — and  it  is  a  new  program, 
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I  call  it,  mandates  without  money — and  poses  a  mandate  and  says, 
you  fellows  try  and  figure  it  out. 

Your  formula,  your  concept  I  think  is  excellent,  and  particularly 
the  points  that  we  were  working  on  last  year,  which  was  to  make 
sure  that  we  got  something  tangible  out  of  it  after  the  job  was  cre- 
ated, that  there  was  some  capital  investment. 

We  can  negotiate  over  formulas  and  allocations — I  probably  need 
to  do  that  with  you  a  little  bit  on  this  one — but  certainly  the  con- 
cept is  sound,  and  the  goal  that  all  of  us  had  then  and  which  I 
think  most  of  us  have  now  which  is  not  to  simply  create  a  job  for 
the  purpose  of  that,  to  create  a  job  that  builds  something  and 
leaves  something  in  place  that  pays  back  long  after  that  original 
construction  job  may  be  gone.  And  hopefully,  as  you  pointed  out, 
the  road  to  an  industrial  park  actually  leads  to  the  creation  of  new 
jobs  that  are  in  existence  for  a  long  time. 

Mr.  Shays.  Bridgeport  at  one  time  was  a  port  city.  This  is  a  city, 
you  may  remember,  that  requested  to  go  bankrupt  and  the  courts 
denied  it.  But  it  is  essentially  close  to  bankruptcy,  and  struggling 
hard  to  get  out  of  it. 

We  have  a  harbor  that  is  basically  dormant.  We  need  to  build 
docks,  we  need  to  build  warehousing.  We  have  a  400-acre  property 
in  Bridgeport  that  used  to  be  Remington  Arms,  where  we  tested 
many  of  the  munitions  in  World  War  II.  Bridgeport  provided  25 
percent  of  all  munitions  in  World  War  II.  It  was  a  thriving  city, 
and  now  it  just  continues  to  decline. 

So  we  would  clean  up  that  park;  we  would  fence  it  in,  have  a 
road  to  it,  have  a  harbor,  and  we  would  be  able  to  attract  jobs  in 
a  big  way.  What  a  wonderful  way  to  spend  dollars,  to  encourage 
that  kind  of  investment. 

Mr.  Wise.  Ms.  Molinari. 

Ms.  Molinari.  Thank  you. 

I  would  like  to  thank  both  of  my  Republican  colleagues  for  show- 
ing this  committee  that  those  of  us  on  the  other  side  of  the  aisle 
share  equal  enthusiasm  for  repairing  our  Nation's  infrastructure 
and  also  getting  our  job  growth  back  on  track. 

Chris,  you  and  I  have  discussed  your  proposal,  and  I  think  it  has 
got  a  lot  of  great  potential.  I  do  indeed  want  to  discuss  it  more 
closely  vyith  you. 

Rick,  your  strategy  is  interesting  because,  as  you  may  or  may  not 
know,  as  part  of  ISTEA,  we  authorized  a  commission  to  deal  with 
funding  strategies,  and  the  Infrastructure  Investment  Commission 
came  out  with  an  interim  report  in  December  and  came  to  many 
of  the  same  conclusions  that  you  put  forth.  They  have  proposed  the 
creation  of  a  National  Infrastructure  Corporation. 

So  there  are  in  fact  some  commonalities;  there  are  some  strong 
conflicts.  What  I  would  like  to  do  is  afterwards,  if  we  can  utilize 
both  the  resources  of  your  office  and  Mr.  Resnick,  to  have  both  of 
you  review  this  report  with  us  to  see  how  we  can  bring  these  con- 
flicts into  compliance  and  perhaps  offer  this  as  a  funding  mecha- 
nism and  really  come  up  with  the  best  of  both  worlds  relative  to 
not  impacting  the  deficit,  not  increasing  taxes  and  spurring  job 
growth. 

It  seems  almost  too  good  to  be  true,  yet  if  this  commission  au- 
thorized by  Congress  last  year  is  coming  to  much  the  same  conclu- 
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sions  that  you  come  to,  I  think  it  may  in  fact  be  worth  pursuing. 
So  I  would  hke  to  work  with  both  of  you  on  that. 

Mr.  Wise.  And  let  me  also  say,  Mr.  Santorum,  you  are  going  to 
be  involved  I  think  on  Ways  and  Means  Committee,  an  extremely 
important,  as  Ms.  Molinari  points  out,  an  extremely  important  area 
of  financing,  because  it  is  one  thing  to  have  direct  public  invest- 
ment, it  is  something  else  we  encourage,  as  private  investment  that 
has  also  been  lacking  in  our  infrastructure. 

Whether  it  is  the  findings  of  the  infrastructure  commission  or 
some  of  the  other  initiatives,  for  instance,  is  there  a  way  that  you 
can  take  certain  Federal  dollars  and  leverage  those  in  certain  t5^es 
of  issuances  so  that  you  could  get  money  out  quickly? 

Mr.  Santorum.  That  is  basically  what  we  are  trying  to  do. 

Mr.  Wise.  There  are  a  number  of  proposals  out  there.  That  is 
what  you  are  trying  to  do,  as  I  quickly  scanned  yours.  So  one  thing 
I  think  that  Ways  and  Means — one  of  the  things  I  would  suggest 
is  going  back  and  looking  at  what  was  done  in  the  1986  Tax  Act 
which  restricted  the  abiUty  to  issue  certain  types  of  securities  and 
particularly  those  that  went  to  the  construction  of  water  and  sewer 
facilities.  There  was  a  limitation  and  caps  placed  on  there  that  I 
think  need  to  be  looked  at.  It  seemed  to  be  such  a  good  idea  at  the 
time,  but  it  apparently  choked  off  the  construction  that  needed  to 
take  place. 

I  am  delighted  to  have  your  energy  and  enthusiasm  on  Ways  and 
Means.  We  look  forward  to  working  with  both  of  you. 

[The  prepared  statements  of  Representatives  Santorum  and 
Shays  follow:] 
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Mr.  Chairman,  Ms.  Molinari,  and  members  of  the  Subcommittee, 
I  appreciate  the  opportunity  to  speak  with  you  today  about  the 
short  and  long-term  opportunities  for  investment  in 
infrastructure.   I  am  grateful  that  you  have  initiated  these 
hearings  not  only  at  a  time  of  increased  need  for  infrastructure 
development  in  our  communities,  but  also  at  a  time  of  increased 
opportunity.   The  Clinton  Administration's  early  commitment  to 
increased  spending  on  highways  and  mass  transit  projects  makes 
these  hearings  and  the  ideas  presented  all  the  more  important. 

Financing  the  additional  $30  billion  in  annual 
infrastructure  investment  President  Clinton  is  proposing, 
however,  will  be  a  tremendous  challenge.   The  realities  of  the 
budget  deficit  already  have  us  re-examining  our  funding 
priorities  and  investment  strategies  one  year  after  passage  of 
the  landmark  ISTEA  ( Intermodal  Surface  Transportation  Efficiency 
Act)  legislation.   While  the  ISTEA  blueprint  will  pioneer  our 
transportation  programs  addressing  the  changing  needs  for 
America's  future,  we  find  ourselves  in  a  situation  where  there  is 
a  funding  shortfall  in  what  is  actually  going  to  be  spent. 
Recent  statements  by  Chairman  Mineta  and  Mr.  Shuster  are 
testament  to  this  committee's  commitment  to  full  funding  for  the 
highway  bill.   I  also  share  in  that  commitment. 

My  purpose  in  testifying  today  is  to  make  you  aware  of 
additional  financial  options  that  also  may  be  used  to  increase 
private  investment  in  infrastructure.   The  enclosed  policy 
memorandum,  prepared  by  Scott  Reznick  at  Commonwealth  Development 
Associates  (CDA),  describes  a  Secondary  Market  Financing  Program 
for  the  Department  of  Transportation  (DOT).   The  program  could 
provide  up  to  $60  billion  in  new  tax  exempt,  credit  enhanced 
capital  to  state  and  local  governments  for  transportation 
pro'jects,  as  well  as  an  additional  $20  billion  in  taxable, 
guaranteed  funding.   The  entire  program  could  be  implemented 
without  increasing  the  deficit,  raising  taxes,  cutting  spending. 
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increasing  federal  liabilities,  or  violating  the  1990  Budret 
Enforcement  Act. 

Scott  and  I  have  known  each  other  on  a  personal  friendship 
basis  for  some  time,  and  it  is  a  pleasure  for  me  to  work  with  him 
in  presenting  this  proposal.   CDA  has  been  developing  the  DOT 
Secondary  Market  Financing  Program  with  the  Federal  Transit 
Administration's  (FTA)  Office  of  Budget  and  Policy  since  the  fall 
of  1991.   The  proposal  has  more  recently  been  presented  on  a 
staff  level  to  the  Ways  and  Means  Committee,  the  Budget 
Committee,  the  Transportation  Appropriations  Subcommittee,  and 
your  Subcommittee  today.   My  intentions  today  are  to  simply  share 
the  proposal  with  you  for  initial  consideration.   I  would  like  to 
offer  you  and  the  staff  a  more  detailed  and  complete  presentation 
of  the  proposal.   As  you  prepare  for  public  and  private  testimony 
in  the  future,  I  look  forward  to  Scott  having  the  opportunity  to 
speak  with  you  as  well. 

As  I  continue  to  work  through  the  proposal  with  these 
jurisdictions,  I  appreciate  the  opportunity  to  share  it  with  you 
directly  today.   I  look  forward  to  your  comments. 


66-862  0-93-19 
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THE  DOT  SECONDARY  MARKET  FINANCING  PROGRAM 
InvMtIng  $90  Billion  In  Private  Capital  to  Rebuild  America 

November  24, 1992 


President-elect  Clinton  hts  called  for  an  additional  annual  $20  bllHon  investment  in  ndiraslructurc 
to  stimulate  our  economy  and  improve  America's  long-term  productivity  and  competilivencas. 

The  DOT  Secondary  Market  Financing  Program  wU  hdp  the  Clinton  Administration  achieve 
these  goals  by  fiindiog  up  to  580  billion  in  new  transportation  infrastructure-wrtAoirf  increasing 
the  deflcti.  raising  taxes,  cutting  ^xnding,  or  vidcUing  the  budget  enforcement  agreement. 

The  Secondary  Market  Financing  Program  will  channel  private  American  and  foreign  capital, 
backed  by  authorized  DOT  grants  and  existing  loans,  into  state  and  local  infraslructurc  projects  at 
the  most  cost  effective  interest  rales.  It  could,  for  example,  fund  the  eligiWe  transporUtion 
projects  listed  by  the  U.S.  Conference  of  Mayoii. 

The  Program  adapts  securitization,  an  evoWmg  finandal  technology  fn^t  proven  in  the  market  for 
residential  mortgages,  to  public  woiks  investment: 

•  DOT  Secondary  Maiket  Securities  will  reduce  interest  costs  for  infrastructure 
devdopment  and  Kpm  by  pooling  state,  local  and  private  sector  loans  into 
securitict  attractive  to  institutional  investors. 

•  Three  innovative  forms  ofDOT  credit  enhancenart  win  be  made  availaUeio 
mfirastnictuie  borrowers:   Grant-Backed  Securities,  Portfolio-Funded 
Guarantees  and  Structured  Privatization.  These  credit  enhancements  will 
fiirther  reduce  imerest  costs  and  need  not  increase  Federal  liabilities. 

The  Program  may  be  administered  by  a  government  sponsored  enterprise  or  through  contracts 
with  commercial  and  investment  bankers.  Program  cosu  may  be  pau!  with  transacikm  fees. 

The  financial  community  is  interested  m  arranging  and  placing  DOT  Secondary  Market  Securities. 

Federal  and,  possibly,  sute  legislation  will  be  needed  to  flilly  implement  the  Prognua 

The  DOT  Secondary  Market  Fmancing  Program  will  make  as  much  as  $80  bilHon'm  accelerated, 
low  cost,  private  flmding  available  to  RdnriW  America-wi/Aoi//  increasing  the  dcfioL 
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SECURITIZATION 

Securitization  is  a  financial  proceM  for  »tnicturing  pools  of  illiquid  loans  into  securities  purchased 
and  iradod  in  a  ^obal  market  by  pension  fiinds,  banks,  insurance  companies,  mutual  funds, 
corporate  treasuries  and  individuals. 

In  a  sccuritizcd  transaction,  ori^nating  lenders  sell  their  loans  to  a  tnist  The  tnist  ftinds  the  loan 
purchase  by  selling  securities  to  investors.  Borrowers  continue  to  make  their  payments  of 
principal  and  interest  to  the  originaiing  lender.  These  paymenu  are  then  passed  to  and  through 
the  trust  to  the  securities  investors.  The  flow  of  fiinds  can  be  structured,  and  credit  enhanced,  at 
the  trust  levd,  reducing  risks  to  investors  and  interest  costs  to  borrowers. 

Also  called  structured  finance,  securitization  has  developed  into  a  flodble,  adaptive  and  widely 
accepted  financial  technology.  Sccuritizcd  debt  offerings  selectively  integrate  cash  flovw  and 
public-private  credit  enhancement  into  "tranches"  targeted  on  specific  investor  needs.  Thqr 
standardize  and  pool  loans  to  make  investor  risk  statistically  predictable.  Sccuritizcd  offerings 
also  have  the  size  and  credit  quality  to  appeal  to  large  global  institutions. 

Securitization  was  first  used  in  1970  by  GNMA  to  increase  the  flow  of  investment  into  residential 
mortgages.  There  arc  currently  $1.24  trillion  in  mortgage-backed  securities  outstanding, 
fmandng  31Ve  of  all  residential  and  commercial  mortgages.  Securitization  has  brought  liquidity 
and  greater  eflSdency  and  equity  to  the  capital  markets  for  real  estate  Investment.  Securitization 
has  resuhed  in  a  25  to  SO  basis  point  reduction  in  interest  costs  to  homeowners. 

Since  the  mid-1980s,  securitization  has  boot  applied  to  an  ever  wider  array  of  public  a^ets. 
Federally  q)onsored  securitization  is  increasii^  investment  m  small  businesses,  ftrms,  cities  and 
students.  I'o  reduce  the  deficit,  the  Federal  Government  securitized  and  sold  S7.3  billion  in  direct 
loans  in  1 987.  The  Resohition  Trust  Corporation  is  selling  Federally  guaranteed  asset-backed 
.  securities  to  more  quickly  reduce  its  inventory  of  failed  S&Ls  assets. 

Private  asset-backed  securities,  issued  by  banks  and  other  financial  institutions,  have  pooled 
conventional  residential  and  commercial  mortgages,  car  loans,  credit  card,  lease  and  other 
receivables.  Banks  use  securitization  to  manage  their  assets  and  liabilities,  generate  new  capital 
for  new  loans,  and  increase  their  foe  and  interest  incomes.  The  market  for  asset-backed  securities 
has  grown  from  $500  million  in  1980  to  $180  billion  in  new  offerings  in  1990.  Standard  &  Poor's 
predicts  that  by  the  turn  of  the  century,  80%  of  all  new  loans  will  be  securitized 

Applied  to  tnm^x>rtation  finance  thixHigh  DOTs  Secondary  Maricet  Financing  Program, 
securitiation  will  redirect  the  flow  of  global  capital  imo  investment  in  American  infrasmjcuirc, 
increasing  capital  availalality  and  providing  best  rate,  investment  grade  financing  to  state  and  local 
transportati<Mi  agenracs,  even  those  with  weaker  bond  ratings. 
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DOTS  SECONDARY  MARKET  FINANCING  PROGRAM 

The  rating  igencies  and  investors  have  estabKshed  criteria  for  securitized  transactions.  State, 
local  and  private  sector  tran^ortation  loans  pooled  into  securities  under  the  Secondary  Mariiel 
Financing  Program  will  have  to  meet  these  standards  to  assure  best  rate  financing. 

The  essence  of  a  securitized  transaction  is  a  cooastent,  predictable  caib  flow  that  assures 
investors  of  timely  repayment.  Borrowers  should  be  geographically  dispersed.  Loan  documents 
shcHild  be  rdativdy  standardized.  Loan  origination  and  sorvidng  policies  and  systems  should  be 
commercially  acc^nabie.  Loan  portfolios  should  be  of  sufliciem  size  lo  pennh  rating  agency  risk 
modding  and  attract  large  institutional  investors. 

The  DOT  Secondary  Market  Financing  Program  can  use  three  forms  of  credit  enhancemeni  to 
make  additional,  lower  cost  capital  available  for  infrastructure  invectmenL 

Grant-Bircked  Securities:   POT  forrnula  grants,  authorized  by  the  Intcrmodal 
Surftcc  Transportation  Edlciency  Act  of  1 990  (ISTEA).  art  a  consistent,  predictable  cash  flow 
suitable  fbr  securitization.  Formula  grants  administered  by  the  Federal  Highway,  Transit, 
Aviation,  Railroad  and  Maritime  Admimsirations  could  be  used  to  create  DOT  Gram-Racked 
Securities  to  support  accderaled,  best  rate  invodment  in  transportation  infrastnicture. 

Up  to  $60  billion  in  accelerated  transportation  infrastructure  development  and  r^r 
projects  could  be  funded  with  DOT  Gram-Backed  Securities. 

Cram-Backed  Securities  will  enaUe  IX)T  grantees  to  use  their  five  remaining  years  of 
TSTEA-authorixed  formula  grants  to  secure  loans  for  current  infrastructure  dcvdopmenl  and 
repair  projects.  'l*he  lender  takes  a  pledgsofftiture  formula  grants  as  security  for  its  loan.  It 
nukes  the  loan  to  a  sute  or  local  transportation  agency,  but  is  nptai  with  DOT  fonnuki  grant 
payments.  Ix>an  pooling  will  finthcr  reduce  risk  and  interest  costs. 

Because  Grant-Backed  Securities  are  not  guaranteed  by  DOT  orlhe  United  States, 
investors  bear  the  risks  of  nonappropriation.  noncompliance  and  bankruptcy.  Annual 
Congressional  appropriations  do  not  ordinarily  meet  authorization  levels.  Grantees  in 
noncompliance  may  lose  program  eligibility  and  suffer  partial  or  total  kus  of  future  grant 
payments.  Bankruptcy  risk,  present  in  any  municipal  fmancing,  may  also  arise.  These  risks  may 
be  ameliorated  through  securitization  risk  analysis  and  structuring. 

Because  DOT  Grant-Backed  Securities  do  not  carry  a  Federal  guarantee,  they  should  be, 
as  a  fbrm  of  municipa]  bond,  tax  exempt  under  Section  149  of  the  Internal  Revenue  Code   A 
ruling  by  the  Internal  Revenue  Service  shouW  be  sought  to  confum  thdr  tax  exempt  sUtus.    Thqr 
may  then  be  priced  at  up  to  SO  basis  points  below  comparable  tax  exempt  numlcipal  deM. 
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The  "subsidy  cost"  accounted  for  in  DOTs  fiscal  year  budget  for  Grant-Backed 
Securities  under  0MB  Circular  A-70  and  the  Crec^t  Reform  Act  of  1990  should  be  zero. 
Conilrnution  of  this  budget  treaimcnt  should  be  sought  from  the  Ofltca  of  Management  and 
Budget. 

In  the  technology  of  securitization,  Grant-Backed  Sccuiities  are  a  cash  flow  ilructure. 
Loan  repayments,  funded  wth  predictable  DOT  grant  receipts,  will  (low  from  the  borrower  to  a 
trust  and  then  to  investors  in  the  trust's  securities.  Credit  cnhancement-not  a  guarantee  but. 
rather,  the  consistency  of  DOT  grant  payments-assures  faiveston  of  timely  repayment. 

Portfolio-Funded  Guaratitees:  Through  structured  finance.  DOT  can  add  other 
forms  of  credit  enhancement  to  public  and  private  investment  in  transportation  infrastructure. 
DOT  risk  absorption  can  increase  private  capital  leverage  in  transportation  investments  and 
reduce  interest  cosu  to  borrowers.  In  a  securitized  financing,  DOT  could  also  receive  a  cash 
return  on  its  risk-bearing  investnient  in  credit  enhancement. 

Tradhional  Federal  goveiument  loan  guanmtccs  may  be  utiHz«d.  These  guarantees  could 
be  funded  through  appropriations  and/or  a  line  of  credit  issued  by  the  Treasury  Dqwrtment.  They 
could  also  be  funded  through  ihc  securitization  and  sale  of  the  approximately  $3  billion  portfbho 
of  outstandmg  DOT  loans.  The  proceeds  of  this  loan  sale  wouki  provide  Ihc  initial  cajxtaJ  needed 
lo  fund  reserves  to  support  DOT  loon  guarant«es.  Additional  funding  for  guarantee  reserves 
could  be  generated  through  transaction  ftes. 

Up  to  S20  billion  in  new  mfrastructint  ifaiancing  could  be  guaranteed  with  such  a 
portfolio-funded  reserve. 

Treasury  Dq)anment  and  0MB  r^ulations  as  well  as  the  mandates  of  the  Credit 
Reform  Act  of  1990  wiU  need  to  be  met,  or  revised,  to  sell  the  existing  DOT  k>an  portfolios  and 
use  the  sale  proceeds  to  capitalize  loan  guarantee  reserve  funds. 

Under  Section  149  of  the  Internal  Revenue  Code,  as  currently  enacted.  Federally 
guaranteed  state  and  local  InfraKtructure  loans  would  not  be  tax  exempt.  They  may  be  priced  at 
up  to  50  basis  points  bdow  comparable  taxable  debt. 

Structured  Privatization:  ISTEA  Sections  1012  and  3019  and  ExecuUve  Order 
12S03  encourage  the  use  of  private  financing,  tolls  and  other  user  charges  to  fund  the 
develqjnucnt  and  repair  of  infrastructure.  The  FTA  Oflke  of  Budget  and  Policy  has  asked 
Commonwealth  Development  Associates  (CDAX  through  the  Volpe  National  Transpoitalion 
Systems  Center,  to  undertake  an  analysis  of  the  credit  enhancement  opportunities  for  private 
infrastructure  investment  offered  DOT  through  structured  finance.  CDA's  report  should  be 
completed  m  the  next  two  momhs. 
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PROGRAM  ADMINISTRATION 

There  are  two  ways  to  administer  the  DOT  Secondary  Market  Financing  Program: 

o    by  creating  a  government  sponsored  enterprise  (CSE).  Dottte  Fac,  or 

*    by  contract  with  private  sector  lenders  and  investoncnt  bankers. 

The  Secondary  Market  Financing  Program  may  be  administered  through  a  government  sponsored 
enterprise,  Dottie  Fac,  created  and  opranlcd  like  Fannie  Mae  or  Farmer  Mac,  i.e.,  as  a 
quasi-public  organization  subject  to  Federal  (DOT)  regulation  and  able  to  draw  upon  the  U.S. 
Treasury  for  credit  support.  Dottie  Fae  would  be  subject  to  the  same  budgetary,  audit  and 
disclosure  requirements  as  other  GSEs.  It  would  rety  on  mvestmeat  boxikers  to  ptace  its  securities 
with  investors.  L^slation,  and  negotiations  with  OMB,  would  be  required  before  Dottie  Fae 
couid  be  created.  Dottie  Fae  would  cost  approximately  $20  million  to  organize.  Its  capitalization 
could  come  from  appropriations,  the  sale  of  existing  DOT  loans,  as  described  above,  and/or  the 
(mandated)  sale  of  equity  to  loan  originators,  investment  bankers  and  others  who  work  with 
Dottie  Fae.  The  costs  of  administering  Dottie  Fae  could  be  defrayed  through  transaction  fees. 

The  Secondary  Market  Financing  Program  also  may  be  administered  through  contracts  with 
private  financial  institutions.  The  HUD  108  Grant-Backed  Securities  Program  is  administered  in 
this  manner.  A  small  staff  at  DOT  would  consolidate  existing  DOT  loans  and  guarantees; 
approve  the  use  of  DOT  credit  enhancement;  act  as  a  departmental  clearinghouse  for  loan,  credit 
enhancement  and  gram  standardization;  and  enter  into  contracts  with  lenders  and  investment 
banker!  to  establidi  a  loan  origination  and  securitization  pipeline  to  the  assct-badccd  maikel  for 
state,  local  and  private  tran^rtstioa  debt.  This  ofdce  would  rely  oo  existing  contract  authority 
for  its  operating  procedures  and  would  be  subject  to  govenunent  procurement  and  public  notice 
rcquiremems.  Tts  operating  costs  couM  be  defi^yed  through  a  small  transaction  fee  paid  out  of 
the  spread  between  borrowers'  costs  and  investors'  yields. 

Whether  administered  through  Dottie  Fae  or  by  private  financial  institutions,  the  Secondary 
Market  Financing  Program  may  require  a  higher  level  of  standardtTStion  in  grant  contracts  than  is 
currently  required  by  DOT.  The  terms  and  conditions  of  the  loans  pooled  into  securities  would 
also  need  to  show  a  relatively  high  level  of  consistency  to  meet  rating  agency  and  investor  criteria 
for  risk  assessment. 

Secondary  Market  Financing  Program  activities  should  not  otherwise  afTca  DOT  grants 
management,  ahhough  the  volume  of  projects  processed  should  increase  in  the  earty  years  of  the 
Program. 
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DOT  SECONDARY  MARKET  FINANCING  PROGRAM  November  24,  1 992 

Commonwealth  Development  Associates  paQe  six 

PROGRAM  IMPLEMENTATION 

The  Federal  Transh  AdmJnistrBtiwt  Office  of  Budget  «nd  Policy  began  research  and  development 
work  on  securitization  in  the  Fall  of  1991  Securitization  was  liret  discussied  in  the  context  of  all 
DOT  progranu  in  1992.  It  has  been  reviewed  by  the  Transportation  Policy  Advisory  Committee 
and  the  Modal  Administrations  and  has  progressed  to  the  OflQce  of  the  DOT  Deputy  Secretary  as 
a  position  paper. 

The  DOT  Secondary  Market  Program  win  rcquffe  Congressional  approval.  The  states  will  also 
need  to  review  and.  if  necessary,  amend  their  enabling  Initiation  to  nsturt  thdr  transportation 
agencies  and  private  infrastructure  developers  of  the  1^  authority  to  fiifly  utiliw  the  Program. 
Commonwealth  Devdopmcnt  Associates  is  also  investigating  state  legislative  requirements  for 
securitized  transactions  under  a  Federal  Transit  AdminiKtTBtion  grant  to  the  American  Legislative 
Fjcchange  Council. 


CONCLUSION 

Accelerated  transportation  infirastructure  development  and  repair  can  be  fiindcd  through  the 
global  capital  market  for  assei-backed  securities.  Risk  can  be  reduced  and  more  effectively 
distributed  through  the  asset-backed  securities  issued  under  the  DOT  Secondary  Market 
Financing  Program  than  through  other  jinancing  tools,  making  new  capital  available  for  state, 
local  and  private  infrastructure  irrvestment  and  bringing  down  interest  costs. 

Thac  is  growing  interest  in  the  financial  community  to  dcvdop  and  scU  securitiTcd, 
DOT-supportcd  infrastnicture  investment  products.  As  the  market  for  these  products  matures, 
DOT  will  be  able  to  continue  to  roll  over  existing  Federal  investmenU  hito  new  generations  of 
transportation  infrastructure. 

Through  iu  Secondary  Market  Financing  Proffun-wUhemt  mcrtaxmg  the  deficit,  raising  taxes, 
cutting  spendittg,  or  violating  the  budget  enforcement  agreement— DOT  can  channel  as  much  as 
eighty  billion  additional  private  dollars  into  Rebuilding  America. 
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CONGRESS  OF  THE  UNITED  STATES 


TESTIMONY  OF  CONGRESSMAN  CHRISTOPHER  SHAYS  (CT-4) 

Economic  Development  Subcommittee 
February  3,  1993 

Thank  you,  Chairman  Wise  and  Representative  Molinari  for  holding 
these  important  hearings  on  the  need  for  infrastructure 
investment.   I  would  like  to  focus  on  two  areas  I  believe  are 
critical  in  our  efforts  to  stimulate  the  economy  —  investing  in 
our  cities  and  the  environment. 

As  you  may  know.  Congressman  Kweisi  Mfume  and  I  have  developed  a 
"Marshall  Plan  to  Rebuild  Our  Cities"  that  is  designed  to 
rebuild  urban  areas  by  attracting  businesses  back  into  our 
cities  to  provide  new  tax  revenues  and  create  jobs.   It  is  a 
long  term  package,  and  if  enacted  will  cost  $67  billion  over 
five  years. 

I  don't  see  how  we  can  move  this  country  forward  if  we  leave  our 
cities  behind.   One  of  our  bills,  the  Targeted  Economic 
Development  Block  Grant  Act  (EDBG  Act)  of  1993,  is  a  valuable 
component  of  any  initiative  to  stimulate  the  economy  and  help 
rebuild  our  cities. 


The  EDBG  Act  is  a  new  version  of  an  existing  program.   It  is 

C;ongrcssman  Christopher  Shays,  Fourth  District  Connecucut 

1034  Longwonh  BuilditiR,  Washington.  DC  20515-0704 

Bridgeport  579-5870  •  Statnford  357-8277  •  Nonvalk  866-6469  •  Washington.  DC  202/225-d54I 
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modeled  after  the  Community  Development  Block  Grant  Program 
(CDBG)  but  altered  in  the  way  funds  are  allocated  and  how  they 
can  be  used. 

To  have  maximum  impact,  we  must  direct  funds  where  they  are 
needed  the  most.   So  in  terms  of  allocation,  EDBG  funds  are  only 
availsOsle  to  645  of  the  neediest  urban  areas. 

To  have  lasting  impact,  EDBG  funds  can  be  only  be  used  for 
economic  development  projects. 

The  EDBG  allocation  formula  is  a  modified  CDBG  formula  ensuring 
that  the  needier  the  city,  the  more  EDBG  funds  per  capita  it 
would  receive.   Working  with  the  General  Accounting  Office 
(GAO) ,  we  improved  upon  the  CDBG  allocation  formula  by  merging 
in  per  capita  income  with  some  parts  of  the  CDBG  allocation 
formula,   what  resulted  was  a  "needs  index"  where  the  cities 
were  ranked  according  to  their  need.   The  higher  on  the  index 
they  were,  the  more  EDBG  funds  they  receive  per  capita. 

Unlike  CDBG,  state  and  local  matches  are  required,  but  vary 
according  to  state  and  local  per  capita  income.   Lower  income 
cities  and  states  thus  pay  lower  matching  rates.   The  federal 
share  of  EDBG  projects  ranges  from  91.9  to  69  percent,  the  state 
share  from  24  percent  to  9.2  percent,  and  the  local  share  from 
18  percent  to  3.9  percent. 

This  application  process  facilitates  economic  planning  and 
coordination  between  the  state  and  the  city,  so  that  resources 
are  maximized  and  EDBG  funds  well  spent. 
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Eligible  projects  include  those  that  meet  one  of  these  two 
national  objectives: 

1.  Provide  financial  incentives  for 
business  creation,  retention  and  expansion. 
Appropriate  uses  include: 

-  assistance  for  business  expansion  i.e. 
demolition  or  renovation  of  abandoned 
buildings. 

-  technical  assistance  for  would-be  small 
business  owners. 

-  Environmental  site  assessment  and  cleanup 

of  sites  with  significant  economic  potential. 

2 .  Make  infrastructure  improvements  in  cities 
to  improve  their  viability  as  business 
locales.   Appropriate  uses  include: 

-  access  roads 

-  land  clearing 

-  parking  lots 

-  beautif ication  (greenspacing) 

-  industrial  parks 

-  harbor  development 


My  second  hope  is  that  any  economic  stimulus  package  include 
funds  for  environmental  infrastructure  financing. 
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The  investment  needed  to  comply  with  existing  clean  water 
standards  is  rapidly  exceeding  the  financial  capacity  of  local 
and  state  governments. 

Given  the  high  costs  associated  with  upgrading  sewage  treatment 
plants,  it  is  imperative  the  federal  government  play  a  greater 
role  in  the  financing  of  these  projects. 

I  believe  injecting  additional  funds  into  the  State  Revolving 
Loan  Fund  (SRF)  program  to  assist  municipalities  in  upgrading 
and  retrofitting  sewage  treatment  plants  would  be  a  wise  use  of 
economic  stimulus  monies.   This  would  have  the  obvious  effect  of 
creating  jobs  and  enhancing  water  guality. 

Another  option  is  to  follow  the  lead  of  my  colleagues  Nita  Lowey 
and  Rosa  DeLauro,  who  introduced  legislation  to  create  a  special 
estuary  account  within  the  SRF  that  will  assist  states  in 
implementing  programs  under  the  National  Estuary  Program  (NEP) . 
There  are  17  estuaries  nationwide  that  have  been  designated 
"estuaries  of  national  significance"  which  are  essential  to  the 
economic  vitality  of  many  regions.   Providing  additional 
resources  for  estuary  programs  through  the  SRF  will  have  a 
positive  economic  effect. 

Thank  you  for  this  opportunity  testify  before  you  today. 
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ECONOMIC  DEVELOPMENT  BLOCK  GRANT  (EDBG) 


OBJECTIVES 


A.  Provide  financial  incentives  for  business  creation, 
retention,  and  expansion  in  targeted  urban  areas. 

B.  Make  infrastructure  improvements  in  targeted  urban  areas 
to  improve  their  viability  as  business  locales. 


II.  ELIGIBILITY 

A.  Amend  Title  I  of  the  Housing  and  Community  Development 
Act  of  1974  to  establish  an  EDBG  program  for  targeted 
cities. 

B.  Funding  will  be  allocated  to  645  cities  based  on  a  needs 
vs.  resources  formula  that  targets  cities  with  a  large 
dependent  population  lacking  the  tax  base  to  pay  for 
required  city  seirvices  and  economic  investment 
activities. 

*  The  formula  includes  the  need-based  criteria  of  the 
Community  Development  Block  Grant  (CDBG)  program 
coupled  with  an  income-based  variable. 

*  The  "needs  index"  accounts  for  a  city's  overall 
population,  poverty  population,  inventory  of  pre-1940 
housing,  overcrowded  housing  and  population  growth  lag 
while  the  "income  index"  increases  the  sensitivity  of 
the  formula  to  low-income  cities. 


III.  APPLICATION  PROCESS 


A.  EDBG  Funds  will  be  held  by  Secretary  of  HUD. 
A  signed  application  from  the  governor  and 
mayor  for  each  economic  development  project  is  to 
be  submitted.   HUD  must  do  an  "up  front"  review  of 
proposed  projects,  to  be  completed  within  20  days. 

B.  Application  must  demonstrate  that  the  state  and 
locality  will  provide  the  required  match  as 
defined  by  the  EDBG  formula. 

*  State  and  local  match  must  be  in  cash. 
In-kind  matches  are  not  permitted. 
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C.  Application  must  demonstrate  that  certain  pre- 
application  submission  requirements  have  been 
met,  including  the  following: 

*  An  EDBG  review  commission  has  been  set  up 

to  determine  which  projects  to  fund,  subject 
to  the  review  of  HUD. 

-  the  commission  shall  be  comprised  of 
state  and  local  officials,  representatives 
of  the  business  community,  and  community 
leaders. 

*  It  has  met  the  minimum  "citizen  participation 
requirements,"  including  furnishing  citizens  with 
information  on  the  level  of  funding  and  range  of 
activities  for  which  the  funds  can  be  used,  and 
holding  at  least  one  public  hearing  conducted 

be  the  EDBG  review  board  to  solicit 
the  input  of  the  community. 

*  A  "Statement  of  Activities"  outlining  projects 
it  proposes  to  undertake  in  the  coming  program 
year. 

D.  EDBG  funds  may  be  used  to  attain  two  national 
objectives: 

*  Provide  financial  incentives  for  business  creation, 
retention  and  expansion  in  urban  areas.   Appropriate 
uses  include: 

-  assistance  for  business  expansion  i.e.  demolition 
or  renovation  of  abandoned  buildings 

-  technical  assistance  for  would-be  small  business 
owners . 

-  environmental  site  assessment  and  clean-up  of 
contaminated  sites  with  significant  economic 
development  potential.   Encourage  developers 
to  recycle  sites  to  be  used  for  commercial, 
residential,  industrial  or  recreational  uses. 

*  Make  infrastructure  improvements  in  cities  to  improve 
their  viability  as  business  locales.   Appropriate 
uses  include: 

-  Access  roads 

-  land  clearing 

-  parking  lots 

-  beautification  (greenspacing) 

E.  EDBG  funds  may  not  be  used  for  the  following: 

*  loans  of  any  kind 

*  personnel  costs 

*  city  general  fund 

*  debt  service 

*  any  activity  to  attract,  promote  or  retain 
Class  I,  II,  or  III  gaming. 
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*  lobbying 

*  job  training 

*  housing  repair,  maintenance,  or  construction. 

*  entertainment  expenses 

*  transportation,  meals,  accommodations  of 
grantees  or  any  individual. 

*  petty  cash 

*  office  items 

*  personal  items 

*  utility  bills 

*  rent 

*  any  other  activity  HUD  deems  incompatible  with 
the  objectives  of  the  EDBG  criteria. 

F.  In  all  projects  undertaken  using  EDBG  funds,  the  city 
much  give  at  least  5  percent  of  all  contracts  to 
minority-owned  businesses. 

G.  All  funds  must  be  accounted  for  in  a  financial  report 
to  HUD  every  six  months. 

H.  Deviation  from  HUD-approved  plan  of  action  unless 
approved  in  writing  by  the  Assistant  Secretary  of 
Community  Planning  and  Development  (ASCPD)  is 
grounds  for  grant  revocation. 
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($5.0  Billion  Annually) 

TABLE   3M   ED8G  dUST.    STUE  AND  LOCAL  HAICB,    PSOJSCT  TOTAL  AMD  SHAKES 


Local  lUCCtl 

Grant  

Rata 

Aooimc         Par         Aaonac     (Par  }  of 
(ilOOOa)     Capita  (tioooa)       Craat) 


lUta 
Anonnt     (Far  S  ot 
(IlOOOa)       Grant) 
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Pad         Local       Stata 
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0 
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1,621 

PAUl'llVlLLE 

1,312 

POST   SMITH 

2,309 

JACXSCnVTLLS 

708 
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0 
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0 

0 
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0 
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10.07 
0.06 
0.06 

0.21 
0.17 
0.13 
0.06 
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0.13 
0.13 
0.09 
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0.23 
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0.23 
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0.25 

S,864 

0.23 

BA 

BA 
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0.23 
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0.13 

233 

0.16 
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0.16 

448 

0.19 
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0.19 

1.21S 

0.21 
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0.18 
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0.08 
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0.21 
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0.11 
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0.07 
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0.24 
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0.15 

1,378 

0.23 

222 

0.25 
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0.25 
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0.08 
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0.20 

733 

0.09 
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0.25 
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0.24 

0.12 
0.25 
0.21 
0.05 
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0.25 
0.25 
0.20 
0.15 
0.25 
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0.25 
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0.25 
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0.25 
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0.24 
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0.14 
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5.763 

11.030 
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0.15 
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0.15 
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35 
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0.15 

HA 

0.15 
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17 
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0.15 
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0.13 

,692 

0.13 
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,709 
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,620 

0.13 

,190 

0.13 
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0.13 

.200 

0.13 

,078 
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.592 
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.148 
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,285 

0.20 

.176 
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.274 
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0.20 
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0.20 

5A 

0.20 
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MA 

0.20 
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0.20 
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0.20 
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0.20 
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0.20 

NA 

0.20 
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0.20 
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0.20 

,786 
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.332 

0.20 
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NA 
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NA 
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HA 
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,711 

0.20 

NA 

82.8 
83.4 
83.7 
74.0 
76.6 
77.5 
93.3 
72.0 
78.9 
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81.3 

NA 


77.6 
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75.8 
74.5 
76.5 
82.9 
74.4 
80.8 
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69.0 
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NA 
69.0 
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16.9 
NA 
NA 
10.8 
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HA 
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10.9 
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11.2 


10.8 
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HA 
10.8 
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11.3 


13.9 
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13.8 
13.8 


13.1 
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NA 
13.7 
13.7 
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14.2 
15.8 
13.7 
13.7 
13.7 
13.8 
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13.7 
14.0 
14.4 
13.8 
14.6 
14.0 
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TUBLS   3A:    EDBS  SMUT.    SIAIE  MID  LOCAL  HAICB.    PKUXCT  TOTAI,  AMD  SBMt£S 


tscii  KMZCB 

Granc  

Rmzm 

Aaooac        P«r        AaDoac     (P«r  $  of 
(SlOOOa)     Capita  (tlOCOa)       Sxant) 


Staca  Hateb 


Rata 
Aaonat     (Par  t  of 
(llOOOai       Srantl 


ex  LA  MZSA  CZTT 

CA  inminnn 

CA  LABCASIBt 

CA  LrrzmoK* 

CA  LOHPOC 

CA  LOaS  B£ACB 

CA  LOS   ABCEL£S 

CA  LUnaoD 

CA  MZRCEO 

CA  HCDX3T0 

CA  m  iM  I  ■  mwi.m 

CA  noraoizr  paxx 

CA  tonao  vuLXT 

CA  HomzAii  vm 

CA  mrA  CITT 

CA  unoBAL  cnr 


CA    mnALX 
CA    n»irT,»»n 


1,140 

1.370 

1,2<6 

0 

936 

IS, 510 

170,544 

],S01 

1,735 

3,240 

2,403 

536 

2,2X5 

1,159 

1,352 

1,100 

3,030 

0 

3,024 

23,679 

2,971 

3,354 


22 


PASADnA 

4,905 

PICO  RIVniA 

2,904 

PCMOBA 

5,030 

PaHXEBVTLLS 

930 

RASCaO  COCAMaOA 

0 

RSDDISa 

1,160 

IBDLABOB 

1,000 

0 

1,400 

RIALIO 

1,113 

RicaMoaD 

3,390 

5,449 

619 

10,490 

SALIHAS 

4,096 

sAH  bebhaduo 

5,300 

SAII  oi£eo 

29,044 

SAB  nuuKisco 

54,712 

SAM  JOSS 

16,155 

1,747 

SAB   HAIEO 

0 

SABTA  AHA 

12,192 

SABTA   BAABAKA 

2,430 

1,769 

SABTA  CLXRIIA 

0 

SABTA  CBOZ 

1,509 

SABTA  HAUA 

1,826 

SABTA  HOaiCA 

2,469 

SABTA  ROSA 

1,929 

SABTEE 

667 

SEAaiOZ 

1,407 

SIMI    VALLEY 

0 

SOUTB   CAIE 

4,426 

SOOTH  SAB   niAilCZSCO 

1,316 

6,902 

SUBBTVALX 

0 

TBODSABD  QAXO 

0 

TOBBABCZ 

0 

TOLAaS 

1,U5 

TUXLOCZ 

1,009 

inncs  cm 

1,1S0 

OTLABD 

0 

VACAVILLS 

975 

VALLSJO 

2,567 

VLBIUKA 

1,755 

VISALIi 

1,533 

VTSTA 

1,248 

WALBOT   CKIEE 

0 

WBBT  CUVIHA 

1,685 

NESiauBom 

1.823 

265 

0.25 

227 

0.20 

1,652 

342 

0.25 

273 

0.20 

1.985 

312 

0.25 

348 

0.20 

1,806 

U 

RA 

0 

0.20 

RA 

175 

0.19 

184 

0.20 

1,285 

2,7J1 

0.18 

3.089 

0.20 

21,349 

23.327 

0.14 

33,961 

0.20 

227,832 

198 

0.05 

757 

0.20 

4,756 

253 

0.15 

346 

0.20 

2,334 

812 

0.25 

647 

0.20 

4,707 

304 

0.12 

494 

0.20 

3,281 

134 

0.25 

107 

0.20 

777 

358 

0.16 

441 

0.20 

3,014 

290 

0.25 

331 

0.20 

1,679 

338 

0.25 

369 

0.20 

1,959 

297 

0.35 

336 

0.20 

1,721 

219 

0.07 

605 

0.20 

3.861 

n 

RA 

0 

0.20 

RA 

438 

0.11 

763 

0.20 

5,024 

2,232 

0.09 

4,715 

0.30 

30,626 

637 

0.31 

593 

0.30 

4,200 

631 

0.19 

668 

0.20 

4,674 

RA 

RA 

0 

0.20 

RA 

676 

0.11 

1,211 

0.20 

7,967 

230 

0.25 

175 

0.20 

1,273 

RA 

RA 

0 

0.20 

HA 

1,037 

0.21 

977 

0.30 

6,918 

259 

0.09 

558 

0.30 

3.621 

J73 

0.11 

1,002 

0.20 

6,604 

104 

0.11 

187 

0.20 

1,228 

RA 

HA 

0 

0.30 

RA 

392 

0.25 

233 

0.20 

1,692 

372 

0.2S 

217 

0.20 

1,576 

RA 

BA 

0 

0.20 

KA 

350 

0.2S 

279 

0.20 

2.028 

278 

0.25 

222 

0.30 

1,613 

460 

0.14 

677 

0.30 

4,535 

1,398 

0.24 

1.085 

0.30 

7,831 

155 

0.25 

123 

0.30 

897 

3,005 

0.19 

2,091 

0.30 

14,594 

486 

0.12 

816 

0.30 

5,400 

731 

0.14 

1,073 

0.30 

7,192 

7,112 

0.24 

5,943 

0.30 

42.899 

5.670 

0.10 

10,895 

0.30 

71,277 

4.539 

0.25 

3,615 

0.20 

26,308 

437 

0.2S 

341 

0.30 

2.531 

RA 

RA 

0 

0.20 

SA 

1.388 

0.11 

2,438 

0.20 

15,908 

604 

0.25 

484 

0.20 

3,517 

443 

0.25 

353 

0.20 

2,563 

RA 

DA 

0 

0.30 

MA 

303 

0.20 

300 

0.30 

2,111 

254 

0.14 

364 

0.30 

2,444 

617 

0.25 

493 

0.30 

3,577 

482 

0.25 

384 

0.30 

2,796 

217 

0.25 

173 

0.20 

1,256 

160 

0.11 

280 

0.20 

1,846 

RA 

HA 

0 

0.20 

RA 

319 

0.07 

881 

0.20 

5,626 

329 

0.25 

363 

0.20 

1.907 

975 

0.14 

1,374 

0.20 

9,251 

KA 

RA 

0 

0.20 

RA 

RA 

RA 

0 

0.20 

HA 

HA 

RA 

0 

0.20 

RA 

134 

0.11 

226 

0.20 

1.485 

194 

0.19 

201 

0.20 

1,404 

297 

0.25 

237 

0.20 

1,721 

RA 

HA 

0 

0.20 

HA 

244 

0.25 

194 

0.20 

1,413 

571 

0.22 

511 

0.20 

3,649 

439 

0.25 

350 

0.20 

2,544 

379 

0.25 

305 

0.20 

2,218 

312 

0.35 

249 

0.20 

1,808 

RA 

RA 

0 

0.20 

RA 

421 

0.25 

336 

0.20 

2,442 

456 

0.35 

363 

0.20 

2.642 

(Sl.OOOal  Capita      Fad 


69.0 

69.0 

69.0 

HA 

73.1 
73.6 
74.9 
79.9 
74.3 
69.0 
75.7 
69.0 
73.5 
69.0 
69.0 
69.0 
78.7 
RA 
76.1 
77.3 
70.7 
71.8 


70.9 
77.4 
76.3 
76.3 


69.0 
69.0 
74.9 
69.6 
69.0 
71.9 
75.9 
74.9 
69.6 
76.8 
69.0 
69.0 

NA 
76.6 
69.1 
69.0 

RA 
71.5 
74.7 
69.0 
69.0 
69.0 
76.3 

HA 
78.7 
69.0 
74.6 


76.4 
71.9 
69.0 

RA 
69.0 
70.3 
69.0 
69.1 
69.0 

RA 


tf^-i  Stata 

17.3  "•' 

17.3  13.' 

17.3  13.7 


13.6 
13.9 
10.3 


17.3 
11.9 

17.3 
17.3 
17.3 


10.1 
16.6 
17.3 
U.7 

9.0 
10.2 
16.6 

8.0 

17.3 

17.3 

IIA 

a.i 

17.3 

17.3 

HA 

14.1 

10.4 
17.3 
17.3 
17.3 

8.7 
KA 

5.7 


8.3 

u.a 

17.3 
KA 

17.3 
15.7 
17.3 
17.1 
17.3 
KA 


14.9 
15.9 
14.8 


14.6 
13.7 
13.7 
13.7 
13.7 


14.1 
15.4 
15.2 
15.2 


13.7 
13.7 
14.9 
13.9 
13.7 
14.3 
15.1 
14.9 
13.9 
15.3 
13.7 
13.7 

RA 
15.3 
13.8 
13.7 

HA 
14.2 
14.9 
13.7 
13.7 
13.7 
15.2 


IS. 2 
14.3 
13.7 
RA 
13.7 
14.0 
13.7 
13.8 
13.7 


69.1 
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TXaLS   3A:    EDBO  SMUTT,    SZtXZ  Mm   LOCAL  MAICS.    PBOJICT  TOTAL   AM)    SHAKZa 


ex    MnmrjMD 


CO      ABVMIA 

CO      AUnOM 


HBUSSH 

MmnTiETOCT 

HIUDRD 


FOBT   PIZSCE 

raxx  wALToa  beacb 
ft  laueerdals 

saibssvxll: 


Local 

HMzca 

suta  r 

UtcB 

Total  Pro]< 

Kt 

(3r«oc 







Funauiq 

Aaoaac 

Par 

\tomz 

lUta 
I?«r  S  aC 

Aaoanc 

Rata 

(Par  <  aC 

Aoounc 

Par 

(tlOOOsI 

CaplU 

(llOOOs) 

Czmnzt 

(« 1000a 1 

Srancl 

(il.OOOai  Caplu 

l,57J 

21 

394 

0.25 

314 

0.20 

2.283 

31 

*7S 

23 

216 

0.25 

174 

0.20 

1.269 

34 

tM 

27 

114 

0.18 

123 

0.20 

896 

37 

0 

0 

KA 

NA 

0 

0.18 

RA 

HA 

0 

0 

RA 

NA 

0 

O.IS 

SA 

NA 

J.2S5 

30 

991 

0.24 

404 

0.18 

3,240 

43 

S,403 

19 

1,391 

0.25 

935 

0.18 

7,709 

27 

23,634 

92 

3,271 

0.13 

4,331 

9.16 

33.436 

68 

1,949 

29 

443 

0.23 

345 

0.18 

2.737 

35 

1,979 

34 

299 

0.15 

350 

0.18 

2.624 

46 

0 

0 

lU 

RA 

0 

0.18 

NA 

HA 

761 

19 

190 

0.25 

134 

0.18 

1.085 

21 

S99 

13 

140 

0.25 

99 

0.18 

798 

21 

4,093 

40 

469 

0.12 

716 

0.18 

5.238 

52 

0 

0 

n 

SA 

0 

0.18 

RA 

RA 

11,379 

81 

754 

0.07 

2.756 

0.24 

14.889 

107 

1,204 

20 

301 

0.25 

292 

0.24 

1.797 

30 

1,399 

22 

350 

0.25 

139 

0.24 

2,088 

32 

0 

0 

KA 

RA 

0 

0.24 

NA 

HA 

0 

0 

HA 

RA 

0 

0.24 

HA 

HA 

0 

0 

SA 

RA 

0 

0.24 

HA 

RA 

1,024 

19 

236 

0.25 

248 

0.24 

1.528 

29 

13,006 

99 

659 

0.05 

3,151 

0.24 

16.818 

123 

1.026 

20 

256 

0.25 

246 

0.24 

1,531 

30 

2,196 

37 

408 

0.19 

533 

0.24 

3,138 

54 

1,173 

30 

273 

0.23 

284 

0.24 

1,730 

44 

0 

0 

!U 

HA 

0 

0.24 

NA 

NA 

5,306 

74 

446 

0.08 

1.286 

0.24 

7,040 

98 

12,219 

99 

679 

0.06 

2.960 

0.24 

15.858 

128 

2,313 

90 

163 

0.07 

609 

0.24 

3,287 

118 

2,304 

30 

576 

0.23 

558 

0.24 

3,438 

45 

2, 969 

6« 

231 

0.O9 

626 

0.24 

3,442 

92 

2,930 

29 

733 

0.25 

710 

0.24 

4.373 

44 

1,370 

27 

342 

0.25 

332 

0.24 

2.044 

41 

6,474 

62 

617 

0.10 

1.568 

0.24 

8,660 

83 

2,466 

42 

617 

0.29 

598 

0.24 

3.683 

63 

1,919 

28 

361 

0.24 

367 

0.24 

2,243 

42 

6,391 

120 

420 

0.05 

1,631 

0.19 

10,442 

149 

S3, 013 

86 

4.666 

0.09 

RA 

RA 

57,681 

93 

0 

0 

HA 

RA 

0 

0.16 

RA 

HA 

1,U3 

26 

239 

0.21 

178 

0.16 

1,538 

38 

0 

0 

UK 

RA 

0 

0.16 

HA 

NA 

1,795 

18 

449 

0.29 

284 

0.16 

2,527 

26 

743 

39 

102 

0.14 

117 

0.16 

962 

SO 

0 

0 

!IA 

RA 

0 

0.16 

HA 

HA 

2,892 

46 

338 

0.12 

457 

0.16 

3,687 

!8 

1,227 

27 

307 

0.29 

194 

0.16 

1,726 

38 

2,412 

61 

170 

0.07 

381 

0.16 

2,964 

75 

600 

26 

142 

0.24 

95 

0.16 

636 

37 

5,998 

41 

1.244 

0.21 

948 

0.16 

3.191 

S6 

2,013 

46 

298 

0.13 

318 

0.16 

2,589 

59 

3.843 

49 

466 

0.12 

607 

0.16 

4,919 

57 

12,348 

77 

741 

0.06 

1,983 

0.16 

15,273 

94 

2,912 

24 

728 

0.23 

460 

0.16 

4.100 

34 

21,624 

32 

4.004 

0.19 

3,418 

0.16 

29.046 

43 

1,819 

27 

366 

0.21 

268 

0.16 

2.492 

38 

1,016 

16 

254 

0.23 

161 

0.16 

1,431 

22 

1.361 

23 

340 

0.23 

213 

0.16 

1,917 

32 

39,219 

106 

1.961 

0.05 

6,199 

0.16 

47,375 

128 

9,916 

64 

646 

0.11 

935 

0.16 

7,497 

81 

0 

0 

RA 

RA 

0 

0.16 

HA 

HA 

1,876 

39 

249 

0.13 

297 

0.16 

2,420 

31 

9,371 

34 

961 

0.18 

649 

0.16 

7.181 

46 

1,999 

44 

174 

0.11 

246 

0.16 

1.974 

55 

2,494 

40 

372 

0.13 

394 

0.16 

3.260 

52 

0 

0 

n 

RA 

0 

0.16 

HA 

RA 

2,942 

37 

560 

0.22 

402 

0.16 

3,504 

51 

1,721 

32 

385 

0.22 

272 

0.16 

2,378 

45 

7,862 

33 

1.467 

0.19 

1,243 

0.16 

10,572 

45 

0 

0 

IB 

n 

0 

0.16 

HA 

RA 

4,494 

39 

748 

0.17 

704 

0.16 

5,906 

47 

Fad  Local  Stata 

69.0  17.3  13.7 

69.2  17.0  13.8 

72.3  13.3  14.4 


70.5 

17.0 

12.5 

70.1 

17.5 

12.4 

9.8 

13.6 

71.2 

16.2 

12.6 

75.4 

11.2 

13.3 

HA 

RA 

NA 

70.1 

17.5 

12.4 

70.1 

17.3 

12.4 

77.4 

8.9 

13.7 

76.4 

RA 

5.1 

HA 

18.5 

67.0 

16.8 

16.2 

67.0 

16.8 

16.2 

U  HA 


67.0 

16.8 

16.2 

77.3 

3.9 

18.7 

67.0 

16.8 

16.2 

70.0 

13.0 

17.0 

67. 8 

13.8 

16.4 

HA 

HA 

HA 

75.4 

6.3 

18.3 

77.1 

4.3 

18.7 

76.5 

3.0 

18.5 

67.0 

16.8 

16.2 

75.1 

6.7 

18.2 

67.0 

16.8 

16.2 

67.0 

16.8 

16.2 

74.8 

7.1 

18.1 

67.0 

16.8 

16.2 

67.5 

16.1 

16.4 

71.0 

17.8 

11.2 

77.2 

10.6 

12.2 

RA 

RA 

RA 

78.4 

9.2 

12.4 

71.0 

17.8 

11.2 

81.4 

5.7 

12.9 

71.7 

17.0 

11.3 

73.2 

15.2 

11.6 

77.7 

10.0 

12.3 

78.1 

9.3 

12.4 

92.2 

4.9 

13.0 

71.0 

17.8 

11.2 

74.4 

13.8 

11.8 

73.0 

13.5 

11.5 

71.0 

17.8 

11.2 

71.0 

17.8 

11.2 

82.8 

4.1 

13.1 

78.9 

8.6 

12.3 

HA 

RA 

HA 

77.6 

10.1 

12.3 

74.8 

13.4 

11.8 

78.7 

8.8 

12.4 

76.3 

11.4 

12.1 

HA 

RA 

RA 

72.6 

16.0 

11.5 

72.4 

16.2 

11.4 

74.4 

13.9 

11.8 

560 


lUU  U:   EDIO 


exMi,  stxa  uo  ioc*l  maics,  vtanci  rota,  ard  saata 


Loc«l  MceD 
Crane  

, .« —  tl^tm 

jlaooBt        r«r        Aaoaat     (?*r  t  of 
(tiooos)     Capiu  (»1000»)      ezant) 


nigA 

'trjujyTTTiT 
wtsr  rAiM  auca 


GA     AIAAIT 


GA  AUeUSXA 

SA  eoLUMia 

CA  MACm 

SA  MAUZm 

U  UVABMAB 


U,l» 


a43 

4,919 
1,999 

30,711 
6,016 
7,022 
6,072 
929 


««         1.961 


AKLUioioii  Bra 

0 

AUDOIIA 

2,«22 

ammi 

4,162 

1,772 

CHAMFAISB 

1,997 

ntmnn 

272,673 

CHICAOO  HEIC&rS 

1,964 

eicxao 

9,441 

0£CA1'UK 

3,917 

on  puuass 

0 

EAST  ST  ions 

7,379 

aaza 

1,933 

SnMSTOB 

S,U3 

JOTiTgr 

3,314 

1,693 

HOLm 

2,236 

Houar  PRoanci 

0 

uvsmnLLE 

0 

sonwL 

993 

meB  cHicAso 

762 

OAK  Ukim 

0 

OAK  rABK 

4,860 

?axa 

1,113 

raamiA 

5,672 

RAROtlL 

698 

aocx  isuuo 

3,364 

3,662 

SCBAUHSUIia  VTTT»CT 

0 

sjcoxre 

0 

arainsriEU) 

3,631 

tnoAaA 

1,273 

2,176 

2,299 

BLOCMIBCiail 

2,002 

EAST   CHICASO 

4,671 

2,020 

EVABSVILLS 

8,264 

TOFT  WAnZ 

7,534 

SABX 

XI. 670 

697 

BAtMSm 

7,066 

imuiucoLis 

24,434 

HI  III  Ml 

2,942 

2,084 

1,400 

Kimciz 

3,796 

2.046 

8,6U 

Tzna  HAun 

6,066 

WEST  ULrAnm 

697 

CBUIt    FAUS 

646 

CZSAII  WtflOS 

2,994 

cuuiciL  auiTn. 

2.934 

DAvxaioKr 

4,333 

oia  noma 

11,604 

0.13 
0.25 
0.16 
0.18 

0.08 
0.10 
0.08 
0.05 
0.13 
0.10 
0.23 
0.10 
0.24 


34,000  41  5,461  0.16 

2,113  16  326  0.23 


0.23 
0.08 
0.16 
0.17 
0.06 

o.u 

0.06 
0.14 

lA 
0.09 
0.22 
O.U 
0.13 
0.07 
0.13 


0.09 
0.15 
0.12 
0.13 
0.07 
0.14 


0.17 
0.13 
0.20 

0.14 
O.U 
0.05 
0.13 
0.09 
0.14 
0.05 
0.17 
0.06 
0.19 
0.08 
0.12 
0.17 
0.10 
0.10 
0.07 
0.03 
0.19 

0.25 
0.24 
0.10 
0.13 
0.10 


StACa  MAtCA 

JiMtm 
Aaoont     (Par  S  of 
(tlOOOa)       sraoi) 

1,949  0.16 

134  0.16 

443  0.16 

U3  0.16 

612  0.11 

329  0.16 

5,067  0.16 

992  0.16 

1,139  0.16 

1,002  0.16 

133  0.11 

1,221  0.11 

186  0.16 

6,384  0.19 

278  O.U 

0  0.20 

474  0.20 

819  0.20 

347  0.20 

313  0.20 

33.390  0.20 

306  0.20 

1.063  0.20 

767  0.20 

0  0.20 

1,443  0.20 

379  0.20 

1,001  0.20 

649  0.20 

371  0.20 

442  0.20 

0  0.20 

0  0.20 

193  0.20 

133  0.20 

0  0.20 

992  0.20 

218  0.20 

1,130  0.20 

137  0.20 

702  0.20 

1,109  0.20 

0  0.20 

0  0.20 

734  0.20 

249  0.20 

426  0.20 

363  0.16 

318  0.11 

743  0.11 

321  0.11 

1,313  0.16 

1,202  0.16 

1,636         .     0.16 

111  0.16 

1,124  0.16 

3,890  0.16 

418  O.U 

331  0.16 

223  0.11 

104  O.U 

323  O.U 

1,370  0.11 

919  0.11 

HI  0.11 

102  O.U 

473  O.U 

417  0.11 

683  0.16 

1.833  0.11 


(SI, 000a)  Capita 

13,669  56 

1,373  32 

3,761  !2 

1,132  43 

1.135  7] 

2.328  61 

36.293  91 

7.309  171 

9,127  51 

7,689  69 

1,313  27 

9.360  64 

1,386  34 

49,830  S3 

2,919  33 


3,431 
3,321 
2.443 
2.677 
342.333 
2.041 
6.823 
3.213 
SA 
9.193 
2.743 
•,721 
4,368 
2,398 
2,983 


1.241 

1.303 
7,199 


3,249 
1,718 
3,039 

2.964 
2.566 
5.648 
2,608 

10,333 
9,821 

14.110 

929 

(,149 

32,949 
3,699 
2,671 
1,662 
4,778 
2,373 

10,387 

7,336 

942 


4.181 
3.720 
9.397 
14.622 


>aieaD 

caqa  SBar 

aa  ot 

tnlmet  coai 

rad 

UXMi. 

Stata 

77.7 

10.0 

12.3 

71.0 

17.8 

11.2 

74.3 

13.8 

11.8 

74.3 

13.7 

11.8 

80.2 

6.6 

13.2 

76.9 

8.1 

13.0 

80.2 

6.1 

13.: 

82.3 

4.1 

13.6 

76.9 

10.4 

12.7 

79.0 

8.0 

13.0 

70.7 

17.7 

11.7 

79.0 

7.9 

13.0 

71.2 

17.1 

11.7 

74.2 

11.9 

U.9 

72.4 

16.1 

9.3 

■A 

SA 

SA 

70.2 

16.1 

13.7 

78.6 

6.0 

13.4 

72.3 

U.3 

14.2 

73.1 

12.6 

14.3 

79.1 

4.6 

13.6 

71.1 

6.4 

13.0 

79.7 

4.1 

13.6 

75.1 

10.2 

14.7 

KA 

HA 

KA 

80.3 

4.0 

13.7 

70.3 

13.7 

13.8 

76.0 

9.1 

14.9 

73.3 

9.7 

14.8 

78.9 

3.6 

13.3 

73.6 

9.1 

14.8 

n 

■A 

SA 

■A 

SA 

SA 

71.1 

13.0 

u.» 

69.2 

17.3 

u.3 

KA 

SA 

SA 

77.8 

6.9 

13.2 

74.2 

11.3 

14.5 

76.3 

8.8 

14.9 

73.4 

9.8 

14.6 

79.2 

3.2 

13.3 

74.8 

10.6 

14.6 

U 

■A 

MA 

IIA 

SA 

SA 

73.4 

U.3 

14.4 

74.1 

11.4 

14.9 

71.7 

14.3 

14.0 

76.9 

10.9 

12.2 

77.4 

10.1 

12.3 

82.7 

4.1 

U.2 

77.4 

10.2 

U.3 

80.0 

7.3 

12.7 

76.9 

10.9 

12.2 

82.7 

4.1 

13.2 

73.0 

U.O 

11.9 

61.7 

3.3 

13.0 

74.2 

14.0 

11.8 

60.4 

6.8 

U.8 

78.0 

9.1 

12.4 

79.2 

U.9 

U.O 

79.3 

7.6 

U.6 

79.3 

7.9 

U.6 

81.3 

3.7 

12.9 

82.7 

4.1 

13.2 

74.0 

14.2 

11.8 

71.0 

17.8 

11.: 

71.3 

17.2 

11.3 

79.4 

1.1 

U.3 

77.4 

10.3 

U.2 

79.4 

8.1 

12.3 

561 


TABLE   2A:   QIB8  OUIT.    STIXE  AND   LCCAL  MAICS.    PROjrCT  TOTAL  AND  SaABES 


DDBDIQm 

lowa  crrr 

SIOUX    CITT 
WAZDILOO 

uaau  CITT 

LAWXBaCE 

LEAvmmaH 
ovEnjuro  PABX 

ropscA 

WICEITA 


local 

Maten 

staca  t 

utcn 

Total   ?: 

■o-jocc 

GrUb 

Rata 

(Par  s  ot 

Rat* 
[Par  S  of 

rUAOlot^ 

AKoac 

FU 

Aaoaac 

Aanut 

Aaomit 

Par 

(tlOOOl) 

Capita 

(S 1000a) 

Grant} 

(tlOOOal 

Grant) 

Ol.COOa) 

Capita 

3,046 

31 

332 

0.11 

481 

0.16 

3,3S9 

65 

I.SIS 

36 

306 

0.17 

287 

0.16 

2,409 

47 

6.003 

76 

436 

0.07 

946 

0.16 

7,389 

93 

3,923 

36 

386 

0.10 

620 

0.16 

4.92S 

72 

6,614 

41 

764 

0.12 

1.130 

0.17 

8,307 

53 

1.837 

31 

309 

0.17 

314 

0.17 

2.460 

41 

1.123 

29 

199 

0.18 

192 

0.17 

1,517 

39 

0 

0 

lU 

.1A 

0 

0.17 

M 

lU 

3.30a 

43 

731 

0.14 

907 

0.17 

6,966 

57 

7,340 

25 

1,633 

0.23 

1,234 

0.17 

10,429 

33 

Fad  LocaJ.  Stata 

78.9  8.6  12.3 

75.3  12.8  11.9 

81.2  9.9  12. a 

79.6  7.6  12.6 


77.7 

9.0 

74.7 

12.6 

74.2 

13.1 

Kr  uMMUKMsam 

KT  UUPAXBSVILL2 

KT  LULU  U'lUa  -  FAYZTTZ 

Cr  LOOXSTXLLS 

KT  oioaaao 

LA 

LA  ALEZUSUA 

LA  BAIOa  XOOSZ 

LA  aosaizR  cm 


LA      HVW  ORLEAMA 


Auaon 

BABeOB 

LEWI5T0B 


ARLiacroif 

AITLEBQBO 
BOSTOIf 


BBOOKLISE 

CAKBBIOGE 

1  mil  lut  V 

PALL   RTVEn 

FITCBBUBG 

FBAMISCHAH 

SLCUCESTEB 

SAVEKalLL 

HaLYCXK 

LAUREBCE 

r  rnwrnsTEK 

LOWSLL 

Lm 

MALOXB 


MA      HEW  BBiTOBD 


PI  III  <PI  tfin 

•^UlAUX 

SALOt 

SOKUrviLLZ 

SPRmcPTELD 

WALTBAM 


1,331 
6,137 
29,819 
1,814 

2,933 

13.110 

1,549 

4,191 

2.032 

3,392 

2,936 

3,661 

47,023 

9,220 

621 

706 


1,773 

76 

130 

3,150 

102 

176 

2,836 

74 

200 

6,204 

101 

374 

1,037 

31 

264 

75,162 

100 

3,843 

3,226 

140 

161 

849 

24 

212 

2,892 

83 

171 

3,230 

74 

393 

1,143 

32 

237 

59.226 

102 

3.841 

3.908 

42 

333 

3,769 

73 

598 

9,505 

103 

722 

3.218 

56 

331 

9,677 

98 

434 

3.397 

87 

221 

0 

0 

HA 

1,812 

64 

199 

3,113 

61 

324 

4.590 

lU 

230 

6,235 

101 

312 

1,225 

33 

244 

6,363 

68 

546 

8.103 

104 

462 

4,209 

79 

372 

4,770 

84 

396 

8,607 

93 

450 

S,44C 

66 

963 

2,047 

73 

178 

4,132 

90 

324 

5,880 

71 

613 

3,076 

80 

269 

8,986 

128 

449 

12.306 

83 

787 

2,793 

49 

427 

979 

23 

243 

1,642 

30 

411 

14,460 

93 

943 

0.07 

305 

0.05 

790 

0.18 

111 

O.ll 

190 

0.23 

875 

0.03 

4,250 

0.16 

259 

0.08 

433 

0.15 

1,933 

0.18 

228 

0.10 

618 

0.20 

303 

0.15 

500 

0.13 

436 

0.06 

540 

0.05 

6,934 

0.13 

1.360 

0.25 

92 

0.10 

104 

0.07 

283 

0.06 

502 

0.07 

456 

0.06 

990 

0.29 

204 

0.05 

14,505 

0.03 

623 

0.23 

164 

0.06 

538 

0.12 

720 

0.21 

233 

0.06 

13.202 

0.14 

871 

0.16 

840 

0.08 

2.119 

0.10 

717 

0.05 

1,934 

0.O6 

757 

HA 

0 

0.11 

404 

0.10 

694 

0.05 

1,023 

0.05 

1,390 

0.20 

273 

0.09 

1,419 

0.06 

1,807 

0.09 

938 

0.08 

1,063 

0.05 

1,963 

0.18 

1,214 

0.09 

436 

0.07 

966 

0.10 

1,311 

0.09 

686 

0.05 

2,003 

0.06 

2.788 

0.13 

623 

0.23 

218 

0.23 

366 

0.07 

3,222 

0.14 

2,589 

100 

82.6 

9.6 

11.8 

0.14 

6,611 

146 

83.9 

4.2 

12.0 

0.14 

1,039 

40 

75.9 

13.7 

10.8 

0.14 

1.668 

53 

79.8 

8.8 

11.4 

0.14 

8,446 

37 

72.7 

17.0 

10.4 

0.14 

35,560 

126 

83.9 

4.2 

12.0 

0.14 

2,362 

41 

76.8 

12.2 

10.9 

0.15 

3,600 

72 

81.5 

6.9 

12.0 

0.15 

17,036 

47 

77.0 

11.7 

11.3 

0.15 

2,049 

37 

75.6 

13.3 

11.1 

0.15 

5,222 

53 

80.3 

7.9 

11.8 

0.15 

2,737 

37 

74.4 

14.6 

11.0 

O.IS 

4,407 

49 

77.0 

11.7 

11.3 

0.15 

3.775 

51 

78.4 

10.1 

11.6 

0.15 

4.434 

81 

82.6 

9.2 

12.2 

0.15 

56.502 

106 

83.2 

4.3 

12.3 

0.15 

11.763 

54 

78.4 

10.1 

11.6 

0.15 

868 

24 

71.6 

17.9 

10.6 

0.15 

880 

55 

80.5 

7.7 

11.9 

0.16 

2,185 

94 

8-.1 

3.9 

12.9 

0.16 

3,628 

124 

82.3 

4.6 

n.i 

0.16 

3,512 

91 

81.3 

5.7 

13.0 

0.16 

7,568 

123 

82.0 

4.9 

13.1 

0.19 

1,523 

45 

69.3 

17.3 

13.4 

0.19 

93,510 

124 

80.4 

4.1 

15.5 

0.19 

4,010 

173 

80.5 

4.0 

19.5 

0.19 

1,224 

34 

69.3 

17.3 

13.4 

0.19 

3,621 

104 

79.9 

4.7 

19.4 

0.22 

4,343 

99 

74.3 

9.1 

16.6 

0.22 

1.635 

46 

69. 9 

14.9 

15.6 

0.22 

76.269 

132 

77.7 

9.0 

17.3 

0.22 

5.314 

58 

73.5 

10.1 

16.4 

0.22 

5,207 

101 

72.4 

11.9 

16.1 

0.22 

12,345 

137 

77.0 

5.8 

17.2 

0.22 

4,266 

74 

79.4 

7.8 

16.8 

0.22 

11.045 

124 

78.6 

3.9 

17.3 

0.22 

4,375 

112 

77.7 

3.0 

17.3 

0.22 

NA 

DA 

HA 

HA 

HA 

0.22 

2.415 

85 

75.0 

8.2 

16.7 

0.22 

4.131 

82 

73.4 

7.9 

16.8 

0.22 

5.843 

143 

78.6 

3.9 

17.5 

0.22 

7.937 

129 

78.6 

3.9 

17.5 

0.22 

1.742 

48 

70.3 

14.0 

15.7 

0.22 

8.329 

89 

76.4 

6.6 

17.0 

0.22 

10.374 

133 

78.1 

4.5 

17.4 

0.22 

5,519 

103 

76.3 

6.7 

17.0 

0.22 

6,229 

110 

76.6 

6.4 

17.1 

0.22 

11,220 

119 

78.3 

4.0 

17.5 

0.22 

7,625 

93 

71.4 

12.7 

19.9 

0.22 

2.681 

96 

76.4 

6.6 

17.0 

0.22 

5.622 

117 

77.1 

3.8 

17.2 

0.22 

7,804 

94 

75.4 

7.9 

16.8 

0.22 

4,031 

109 

76.3 

6.7 

17.0 

0.22 

11,438 

163 

78.6 

3.9 

17.5 

0.22 

16.080 

107 

77.8 

4.9 

17.3 

0.22 

3.843 

68 

72.7 

11.1 

16.2 

0.22 

1,441 

37 

68.0 

16.9 

19.2 

0.22 

2,419 

44 

67.9 

17.0 

19.1 

0.22 

18,629 

119 

77.6 

9.1 

17.3 
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•nmrw  mt   BOO  SUUR.    SXtXt  AID  LOCAL  HAXCB,   fltaJSCS  TOEAL  AHO  saASIS 


HI    Am  AnoB 


COLOMBIA 

FLORISSAn 

I!1DXPZBDE3iCZ 

nuuAa  ciTT 
3FimamLD 

ST  CaAJtLSS 
ST  JOSSPH 
ST  LOOIS 


Locai  MAtctt  statA  fucen 

Grcnc  

RlC*  RACa 

Par    AaooK  (Par  S  at  Aaoanc  (Par  }  of 

(llOOSa)  Capita  (llOOOa)   Sraat)  (SloOOa)   Oraac) 


],00T 


2> 


7J2 


MI 

BAT   CITT 

4,}2S 

MX 

1,677 

Ml 

CABTOB  TVr 

0 

MI 

rr.THimi  Tcvnamp 

0 

MI 

DEABBOItB 

6.060 

MI 

DXAHBOin   SEICm 

2.S31 

MI 

DETROIT 

140,613 

MI 

EAST  LUUIBO 

1,999 

MI 

PAWOBOIOB  BILLS 

0 

HI 

PLOT 

13.  74  J 

MI 

10,i9« 

HI 

796 

MI 

4.S3S 

HI 

5,396 

HI 

LABSIBC 

4,699 

HI 

LUCOLB   PAW 

2,301 

HI 

LIVOSIA 

0 

MI 

0 

HI 

MUSISODB 

3,493 

MI 

HUailUUB    ST3 

1,469 

HI 

BOBiaB  seoBU 

0 

HI 

paamc 

4,676 

MI 

POOS  BumB 

2,476 

HI 

0 

HI 

RUtfUBD 

2,429 

HI 

0 

HI 

fOaXVZLLL 

1,193 

HI 

KJIKL  QAX 

3,326 

HI 

7,770 

HI 

sopmnzLO 

0 

HI 

1,912 

HI 

STZKLXBO  nTTi.u'1'W  , 

0 

HI 

TXTLOS 

1,696 

HI 

TROT   CITT 

0 

HI 

tnuotia 

2,676 

HI 

0 

HI 

VXBTLABD 

2,931 

MI 

1,067 

MB 

0 

HI 

BDOOSLTB   PAM 

0 

MH 

DULOTH 

6.691 

Ml 

41,073 

MB 

WIHHlAn 

669 

Mi 

PLIMDOIB 

0 

MB 

ROCBESXSt 

0 

MB 

ST   CLOUD 

1,213 

MB 

ST  PAUL 

21.966 

MS 

BILOXI 

1,764 

MS 

1,563 

MS 

9.536 

1.976 
2.230 
28,372 
4,101 


0.23 
0.06 
0.03 
0.03 


0.11 
0.16 
0.03 
0.12 
lU 
0.06 
0.09 
0.23 
0.05 
0.06 
0.14 
0.11 


0.23 
0.14 
0.03 


0.03 
0.06 
0.22 


0.12 
0.15 
0.11 
0.08 
0.16 


0.23 
0.10 
0.10 
0.19 


0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.i7 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.17 

0.18 
0.16 
0.18 
0.18 
0.18 
0.16 
0.16 
0.18 
0.18 

0.12 
0.12 
0.12 
0.12 
0.12 

0.17 
0.17 
0.17 
0.17 
0.17 
0.17 
0.17 
0.17 
0.17 


4.277 
3.196 
3.288 

2.030 


7.749 

3,788 

172.150 

2.386 

lU 

16.866 

13,735 

1,120 

3,343 

6,757 

6,394 

2,930 

U 


RA 


1,682 
4,637 
9,499 


2,203 
1,979 
11,734 

1,132 
1,256 

2,590 
RA 
2,603 
3,841 
39,636 
9,947 


rcancaqa  Sbaraa  oc 
Prolan  cose 

d    Local   3tata 


70.3 
60.0 
81.6 

61.8 


76.2 
79.3 
81.8 
77.3 


81.8 
79.9 
73.9 
78.0 


70.3 
76.0 
81.8 


81.1 
80.9 
71.6 


70.6 
79.2 
79.2 
73.9 


17.6 
6.2 
4.1 


6.3 

11.7 
4.1 


4.6 
7.3 
16.9 

4.1 
6.4 
11.0 
6.6 


4.1 


9.4 
11.7 
9.3 
6.8 

12. a 


IT. 6 
7.6 
7.6 

13.7 


12.1 
13.9 

14.1 
14.1 


13.5 

13.0 
14.1 
13.3 
RA 
14.0 
13.6 
12.3 
14.1 
13.8 
13.1 
13.5 


12.1 
13.1 
14.1 


70.3  17.6  12.1 

RA  U  RA 

72.2  19.3  12.5 
HA  RA  RA 

70.3  IT.S  12.1 
RA  RK  RA 


14.6 

14.6 
12.9 


11.8 
13.3 
13.3 
12.4 


0.18 
0.18 
0.16 
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OkBU   3A:    n)BS  GMR,    STUZ  AKD   LCCU.  HAICB.    PSOJECT  TCfZM.  AMD   SHADES 


RV      STAlua 


BJ      CUUUU    BILL    iUWUMlf 


Local  lutca 

Graac       

Rat* 

Par    Aaooac  (Par  %   of 
(lioooal  capita  (ilOOOal   Sranci 


2,303 


31 


U6 


RJ 

ASIUInr   PARK 

1.469 

U 

AZURIC   CUT 

6,024 

BJ 

BAIOBn 

9,780 

■J 

3,114 

■J 

aaics  immmi- 

0 

1,633 

SJ 

EUT  onuwi 

S 

,033 

BI 

EDXSOS  TcwmaBU 

0 

■J 

T^TTim^T^ 

7 

,372 

BJ 

SLOUCESTSR  TfP 

0 

■J 

0 

lU 

lavmu-im 

3 

,706 

■J 

^SBBST   CITT 

23 

.764 

KJ 

LOaa   BIUBCB 

I 

,650 

■J 

MIDOIXIOini 

0 

BJ 

MIU.VTLLS 

666 

BJ 

BXV  BRUBSinaC 

2 

.S4a 

■J 

anus 

39 

,ooa 

BJ 

OLD  BXIOSX  TcmsBi; 

0 

BJ 

0 

BJ 

4 

.392 

BJ 

11 

,096 

BJ 

FERIB  AKBOT 

2. 

,876 

BJ 

0 

U 

i, 

,982 

■J 

4, 

,663 

BJ 

BJ 

UHIUB    TOWBSUli 

I, 
1, 

,822 
,8S8 

ALSUQUEKQUX 

10,766 

LAS    CSUCSS 

2.397 

SABXA   FS 

1,844 

11,901 

AMBZRST  Town 

0 

BABTLOa   TOWN 

3,819 

SIBSHAKrOB 

7,208 

BUTTALO 

54,771 

1,744 

CLAX   TOWB 

0 

CCLCBIE  Ttnn 

0 

DOBXIKX 

1,981 

ELHISA 

4,119 

OMM  PAU^S 

1,971 

CSO^  Tcm 

0 

HAHBUIU:   TOWB 

883 

0 

iKUBuignorr  towh 

2.021 

Trn.IT   TOWB 

5,741 

jAKisiam 

4,029 

MDOLEIC™ 

1,557 

5,610 

4,934 

BXW    lUHA 

555.632 

BEHBOItGB 

2,797 

8.492 

POUCBIIEE7SIE 

3.210 

BOCSKS^DI 

28.269 

ROKB 

3.231 

SCSBKBCTADT 

7,494 

19,349 

76    48.662 


0.^5 
0.09 
0.07 

0.11 


0.10 
0.09 
0.11 


0.06 
0.09 
0.07 
BA 
0.09 
0.09 
0.22 
0.16 


0.22 

0.12 
0.19 


0.29 
0.09 
0.09 
0.25 


0.09 
0.09 
0.06 


Staca  Macca 

Rata 

Aaoaat  (Par  S  at 
(IlOOOal   sraat) 


0.20 
0.20 
0.20 
0.20 
0.20 

0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 
0.24 

0.14 
0.14 
0.14 

0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 
0.22 


0.21 

436 

0.29 

1,249 

0.09 

874 

0.08 

338 

O.08 

\,217 

0.14 

983 

0.09 

120,519 

0.09 

607 

0.09 

1.842 

0.06 

£96 

0.09 

6,112 

0.06 

701 

0.09 

1,625 

0.09 

4,196 

Total  ?rojaet 

Fuaainq 

Parcaataqa  SBari 
Projact  coat 

»   ot 

(ti,oaoai 

Par 

Capita 

Fad 

Local       Stata 

3,973 
1.168 

31 

21 

70.0 

70.0 

17.3 
17.9 

12.4 
12.4 

1.162 
6,940 

49 

67 

72.1 
74.8 

11.3 

10.1 

14.6 

15.1 

1.896 
7,789 
7,988 
4,493 


5,636 

HA 

6,638 


1.247 
3,739 
45.239 


5,714 
14,381 
3.770 
BA 
12.899 
6,049 
2,666 
2,612 


14.991 

2,969 

2.492 


5,996 
9,111 
69,390 
2,598 


2,C03 
5,471 
2,000 

.■(A 
1,295 

NA 
2,877 
9.422 
5,104 
2,020 
7,280 
6,169 
724.813 


77.3 
77.4 
76.2 


71.1 
76.2 
77.4 


18.7 
18.5 
18.0 


17.2 
18.9 
18.7 


77.4 

3.9 

18.7 

77.1 

4.2 

18.7 

68.1 

13.1 

16.6 

71.1 

11.7 

17.2 

68.2 

17.0 

14.8 

78.9 

1.9 

17.1 

78.9 

3.9 

17.1 

68.2 

17.0 

14.8 

NA 

KA 

KA 

BA 

BA 

BA 

78.9 

3.9 

17.1 

78.9 

1.9 

17.1 

78.5 

4.4 

17.0 

70.1 

14.9 

68.2 

17.0 

78.9 

77.1 

77.1 

73.5 

lol6 

76.7 

78.9 

78.9 

78.4 

78.9 

78.1 

78.9 

78.9 
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nuLi  Ui  EDis  auun.  suae  ahd  local  haics,  prusct  tool  aks  shjuiu 


Ciry 


mr    wsm  PLAijts 


HC  AaaiVTLLS 
MC   BOSLZBCTOS 

■c    caaviL  aiLL 


■C      ODKHAM 

BC      F&ZinZVTLLS 

>C      OAOKIHU 


■C  SISa  POIBT 

■c  jar  I  Mjgy  im 

HC  XABBAPOLZS 

■c  MansASToa 

BC  UUSBOKT 

■c  wmmjjji 

BC  WZBSTOB   **TFM 


OS     «T,T.T«Ba 


OB  BmXiZBO  '-""IP 

OS  CABTOB 

OS  CXBCIBBJIXt 

OB  rmwT  »ww 


OB  QOSKBUS 

CB  OATTOS 

OB  £ABT  CLXV^UUD 

OB  ELTUA 

08  "'"''  ^" 

OB  HAMILTOB  CITT 


OB 


08  Mfjkzna 

OB  HAaaiLuai 

OB  niDoixioini 

OB  HXHAlUt 

OB  PAJOW 

OB  sfxiBemxs 

OB  STZtlBZBVTLLS 

OB  TOLEDO 


08      rOtZBCSlOWB 


OX      EDMQHD 

OX    LAuns 


OX     OXLABOU  CITT 
OX      SBAMTD 

OK      TSLSA 


OX      HtUHMD 


cru 

t 

Local 

Hates 

stata 

Katea 

Total  Proiaet 
Funaiflq 

AKoat 

far 

Aaoaat 

Rata 

(Par  1  ot 

AKoat 

Xata 

(Par  t  ot 

AKMat 

Par 

OlOOOs) 

C*plU 

(tlOOOs) 

Grant) 

(91000a) 

Craac) 

(91.000a) 

Capita 

i.ati 

62 

311 

0.10 

1,099 

0.23 

6,679 

81 

6,}6] 

130 

313 

0.05 

1,399 

0.22 

7,935 

132 

],»« 

67 

370 

0.10 

636 

0.22 

5,062 

86 

>,4<6 

143 

473 

0.05 

2.093 

0.32 

11,992 

181 

0 

0 

RA 

HA 

0 

0.22 

HA 

U 

}.a<i 

64 

439 

0.16 

621 

0.22 

3.943 

88 

10,766 

39 

1,340 

0.12 

2,339 

0.22 

14,441 

79 

1,S99 

59 

390 

0.11 

565 

0.16 

4,554 

70 

1,039 

21 

243 

0.23 

166 

0.16 

1,466 

39 

773 

31 

194 

0.25 

122 

0.16 

1,091 

30 

9,660 

36 

2,415 

0.25 

1,516 

0.16 

13.591 

36 

791 

26 

193 

0.25 

124 

0.16 

1.110 

37 

4,399 

36 

721 

0.16 

690 

0.16 

5,610 

48 

3,204 

39 

431 

0.14 

503 

0.16 

4,137 

30 

1,806 

33 

333 

0.19 

284 

0.16 

3,426 

44 

4,733 

26 

1,163 

0.23 

742 

0.16 

6.697 

37 

690 

29 

173 

0.25 

108 

0.16 

971 

35 

2,361 

39 

416 

0.16 

370 

0.16 

3,147 

47 

794 

27 

199 

0.20 

U9 

0.16 

1.074 

37 

1,427 

43 

173 

0.12 

224 

0.16 

1.824 

56 

409 

26 

67 

0.31 

64 

0.16 

960 

35 

3,936 

31 

969 

0.25 

621 

0.16 

5,566 

30 

947 

36 

131 

0.16 

149 

0.16 

1.246 

SO 

3,339 

43 

396 

0.13 

367 

O.U 

3.003 

54 

4,S49 

33 

1,003 

0.21 

761 

0.16 

6.614 

44 

754 

16 

169 

0.25 

108 

0.14 

1.051 

22 

1,466 

31 

372 

0.29 

213 

0.14 

2.071 

30 

1,096 

23 

263 

0.24 

137 

0.14 

1.516 

31 

20,9(2 

93 

1,319 

0.06 

3,499 

0.17 

29,700 

116 

2,106 

(6 

116 

0.09 

391 

0.17 

2,973 

108 

.    3,207 

60 

U3 

0.06 

366 

0.17 

2.706 

98 

993 

36 

106 

0.11 

139 

0.17 

1,220 

49 

9.103 

106 

433 

0.09 

1,916 

0.17 

11.079 

129 

40,137 

106 

2,129 

0.05 

6,693 

0.17 

48,939 

132 

•0,026 

193 

4,001 

0.05 

U,344 

0.17 

97.371 

167 

4,396 

63 

397 

0.09 

733 

0.17 

9.928 

103 

19,732 

39 

3,133 

0.16 

3,293 

0.17 

26.196 

46 

21.060 

116 

1,053 

0.05 

3,911 

0.17 

39.634 

144 

3.  033 

•9 

169 

0.06 

504 

0.17 

3.696 

109 

1,433 

26 

310 

0.21 

243 

0.17 

3.007 

33 

2,517 

49 

333 

0.14 

420 

0.17 

3.388 

59 

4,316 

66 

343 

0.06 

730 

0.17 

3,379 

82 

941 

33 

130 

0.14 

197 

0.17 

1,328 

43 

0 

0 

m 

m 

0 

0.17 

KA 

RA 

3,436 

94 

404 

0.07 

910 

0.17 

6,773 

116 

1,362 

39 

195 

0.14 

227 

0.17 

1,783 

!1 

3,662 

79 

336 

0.06 

611 

0.17 

4,498 

97 

3.190 

44 

332 

0.11 

932 

0.17 

4,074 

57 

2.964 

30 

261 

O.ll 

431 

0.17 

3,296 

64 

1,246 

79 

61 

0.07 

206 

0.17 

1,535 

97 

1.966 

•  1 

161 

0.06 

336 

0.17 

2,456 

76 

1.696 

33 

264 

0.16 

276 

0.17 

2,199 

47 

3,916 

.    91 

221 

0.09 

420 

0.17 

3,137 

77 

1,352 

15 

336 

0.25 

226 

0.17 

1.916 

21 

6,261 

90 

360 

0.06 

1,047 

0.17 

7.689 

111 

2,594 

116 

130 

0.05 

433 

0.17 

3.137 

141 

21,004 

62 

1,897 

0.09 

3.902 

0.17 

26,403 

77 

3.642 

74 

279 

0.07 

641 

0.17 

4,761 

92 

14,330 

142 

718 

0.09 

2,393 

0.17 

17,461 

173 

0 

0 

■A 

U 

0 

0.14 

BA 

KA 

0 

0 

lU 

n 

0 

0.14 

HA 

lU 

1,164 

25 

263 

0.23 

106 

0.14 

1,395 

34 

3,144 

36 

399 

O.U 

447 

.      0.14 

3,990 

46 

1,141 

23 

363 

0.29 

162 

0.14 

1,386 

30 

1,633 

23 

443 

0.24 

259 

0.14 

2,527 

32 

12,301 

36 

2,566 

0.21 

1,750 

0.14 

16.620 

38 

1,406 

54 

124 

0.09 

200 

0.14 

1,732 

66 

6,947 

24 

2.237 

0.29 

1.273 

0.14 

12,437 

34 

3,163 

29 

644 

0.20 

462 

0.19 

4,291 

40 

966 

17 

247 

0.29 

190 

0.19 

1.383 

34 

1,106 

34 

369 

0.24 

169 

0.19 

1.946 

34 

Parcaataqa  s&araa  o: 

Pro]a<n  Coat 

Pad 

T.^»l 

Stata 

79.9 

7.7 

16.5 

76.9 

3.9 

17.1 

76.2 

7.3 

16.3 

78.9 

3.9 

17.1 

lA 

BA 

HA 

73.6 

11.6 

15.6 

74.3 

9.3 

16.2 

79.0 

6.6 

12.4 

73.2 

16.9 

11.3 

71.1 

17.8 

11.: 

71.1 

17.6 

11.2 

71.3 

17.5 

11.2 

73.7 

12.4 

11.9 

77.1 

10.8 

13.1 

74.5 

13.8 

11.7 

71.1 

17.8 

11.3 

71.1 

17.8 

11.2 

75.0 

13.2 

11.8 

73.9 

14.9 

11.6 

78.3 

9.9 

12.3 

73.0 

19.6 

11.5 

71.1 

17.8 

11.2 

76.0 

12.1 

11.9 

77.9 

9.9 

12.2 

73.3 

1S.2 

11.5 

71.8 

17.9 

10.3 

71.6 

17.9 

10.3 

73.3 

17.S 

10.4 

61.6 

4.7 

13.6 

81.9 

4.9 

13.6 

81.9 

4.9 

U.6 

78.1 

8.9 

13.0 

83.3 

4.1 

13.7 

83.0 

4.3 

13.7 

83.3 

4.1 

13.7 

79.6 

7.2 

13.3 

73.4 

12.0 

12.6 

83.3 

4.1 

U.7 

81.8 

4.6 

U.6 

73.3 

19.4 

12.1 

76.3 

10.7 

12.8 

80.2 

6.4 

13.4 

76.6 

10.6 

12.8 

m 

BA 

BA 

80.6 

6.0 

13.4 

76.3 

10.9 

12.7 

81.4 

9.0 

13.6 

78.3 

6.6 

13.1 

76.4 

6.9 

U.l 

81.2 

9.3 

13.5 

80.1 

6.9 

13.4 

75.4 

12.0 

12.6 

79.7 

7.0 

13.3 

70.6 

17.6 

11.8 

61.7 

4.7 

13.6 

83.3 

4.1 

13.7 

79.6 

7.2 

13.3 

80.7 

9.8 

13.3 

83.2 

4.1 

13.7 

■A 

■A 

BA 

m 

BA 

HA 

73.0 

16.6 

10.4 

79.9 

10.0 

11.2 

71.8 

16. 0 

10.2 

72.1 

17. S 

10.3 

74.0 

19.9 

10.3 

81.3 

7.1 

11.6 

73.8  19.0  U.2 

71.3  17.8  10.9 

71.7  17.4  10.9 


565 


nuLi  3*1  EDBO  <ai*»T,  saaz  uio  local  maict.  project  toim.  akd  sbakes 


Local  Hatca 

Scata  Hacca 

To-cal  Pro 3 act 

Graac 

Rata 

(Far  s  of 
Ciancl 

ABOoat 
(tlOOOal 

Rata 

(Par  3  at 
Crane ) 



Proiaet  coa« 

; 

" 

Aaounc 

(Sl.COOal 

Par 
Capita 

city 

(tlOOOa) 

capitA 

ABPaoc 

(f 1000a) 

Fad 

Local 

Stata 

27,  UO 

64 

3,954 

0.09 

4,133 

0.13 

33,807 
3,3&1 

80 

80.3 

7.6 

12.2 

ULSI 

3,309 

34 

540 

0.23 

352 

0.15 

33 

73.1 

16.9 

11.0 

SntXHGFZZII) 

1,443 

37 

185 

0.13 

330 

O.IS 

1,850 

<7 

78.1 

10.0 

11.9 

ABXBUitJB    lUNMHIP 

l,3>4 

37 

396 

0.23 

269 

0.17 

3,348 

39 

70.4 

17.6 

12.0 

ALLEROMI 

7,3*7 

72 

625 

0.08 

1.388 

0.17 

9.500 

90 

79.9 

6.6 

13.6 

6,313 

118 

311 

O.OS 

LOSS 

0.17 

7. 379 

144 

83.0 

4.1 

13.9 

minrni  wmmip 

1,103 

19 

276 

0.33 

187 

0.17 

1,566 

17 

70.4 

17.6 

12.0 

4,301 

59 

431 

0.10 

731 

0.17 

5,470 

79 

78.8 

7.9 

13.4 

WThilJii  TCWBSnP 

1,359 

23 

338 

0.25 

230 

0.17 

1,922 

33 

70.5 

17.6 

12.0 

173 

42 

129 

0.13 

148 

0.17 

1,150 

56 

75.9 

11.2 

12.9 

9,99* 

131 

278 

0.03 

944 

0.17 

6,781 

139 

83.0 

4.1 

13.9 

tntrmw 

3,617 

98 

136 

0.05 

4S6 

0.17 

3,279 

120 

81.9 

4.1 

13.9 

mx 

10,447 

93 

958 

0.09 

1,774 

0.17 

12.779 

lU 

81.8 

4.4 

U.9 

7,4M 

145 

374 

0.05 

1.371 

0.17 

9,131 

177 

82.0 

4.1 

13.9 

nVSKFOIID    ITJWLUIP 

3,373 

46 

430 

0.18 

403 

0.17 

3,206 

63 

74.0 

13.4 

12.6 

3,836 

lU 

142 

O.OS 

4*3 

0.17 

3,460 

137 

43.0 

4.1 

13.9 

3,393 

177 

270 

0.03 

916 

0.17 

6,579 

216 

83.0 

4.1 

13.9 

T»i  nm 

4,910 

83 

389 

0.06 

834 

0.17 

6,032 

103 

81.4 

4.6 

13.8 

LSBAn 

2,444 

91 

143 

0.06 

419 

0.17 

3.001 

113 

81.4 

4.7 

13.8 

3,334 

39 

984 

0.23 

396 

0.17 

3,314 

59 

70.4 

17.6 

12.0 

HOEnSfOOS 

4,271 

162 

314 

O.OS 

739 

0.17 

9,210 

198 

83.0 

4.1 

13.9 

■amsxam 

3,903 

64 

187 

0.07 

476 

0.17 

3,466 

104 

80.9 

9.4 

13.7 

1,239 

23 

310 

0.23 

310 

0.17 

1,799 

33 

70.4 

17.6 

12.0 

169. 141 

103 

8,457 

0.05 

38.718 

0.17 

206.323 

129 

82.0 

4.1 

13.9 

SS,639 

148 

3.782 

0.05 

9.446 

0.17 

67.868 

181 

92.0 

4.1 

13.9 

RZUIBO 

9,636 

U6 

4*3 

0.05 

1.636 

0.17 

11,757 

154 

82.0 

4.1 

13.9 

SCBAaiDS 

10,314 

U9 

336 

O.OS 

1.783 

0.17 

12,825 

1S8 

82.0 

4.1 

13.9 

3,306 

148 

115 

O.OS 

391 

0.17 

2,813 

181 

82.0 

4.1 

13.9 

1,914 

58 

U7 

0.07 

335 

0.17 

2,379 

73 

80.6 

i.e. 

13.7 

UVrai  OAJOT  TONmZV 

9,394 

61 

571 

0.11 

909 

0.17 

6,634 

SO 

78.3 

8.3 

13.3 

6,027 

12* 

301 

0.05 

1,033 

0.17 

7,351 

196 

82.0 

4.1 

13.9 

3,967 

125 

198 

0.05 

673 

0.17 

4,836 

192 

82.0 

4.1 

13.9 

TORK                                   > 

4,961 

109 

348 

0.05 

843 

0.17 

6,052 

133 

82.0 

4.1 

13.9 

CRABSTQV 

3.963 

34 

S07 

0.30 

436 

0.17 

3,506 

46 

73.1 

14.5 

12.4 

1,639 

32 

313 

0.19 

379 

0.17 

2,231 

43 

73.5 

14.0 

12.5 

FAWIOCZES 

5,761 

78 

401 

0.07 

985 

0.17 

7,166 

97 
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Mr.  Wise.  While  we  are  waiting  for  our  next  witness,  under  the 
leadership  of  Ms.  Molinari  you  can  see  we  are  moving  this  thing 
right  along. 

The  committee  will  stand  in  recess  briefly  while  waiting  for  the 
next  recess. 

[Recess.] 

Mr.  Wise.  The  subcommittee  will  resume  its  hearing. 

We  want  to  thank  the  gentleman  from  New  Mexico  expediting 
his  appearance  here.  We  are  happy  to  tell  you  that  we  are  discuss- 
ing short-term  economic  stimulus  and  trying  to  move  quickly.  We 
have  heard  from  every  witness  and  we  are  even  ahead  of  schedule. 

TESTIMONY  OF  HON.  JOE  SKEEN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  NEW  MEXICO 

Mr.  Skeen.  I  appreciate  the  opportunity,  Mr.  Chairman,  to  offer 
my  thoughts  to  the  Members  of  the  Subcommittee  on  Economic  De- 
velopment of  the  Public  Works  and  Transportation  Committee  on 
the  importance  of  infrastructure  investment. 

As  Co-Chairman  of  the  Congressional  Border  Caucus  with  Rep- 
resentative Ron  Coleman,  who  also  serves  with  me  on  the  Appro- 
priations Committee,  I  share  the  convictions  held  by  Members  of 
the  Border  Caucus  from  California,  Texas,  Arizona  and  New  Mex- 
ico that  the  investment  in  border  infrastructure  is  both  necessary 
and  wise  public  policy. 

In  previous  hearings  you  have  heard  from  economic  experts  offer- 
ing differing  opinions  as  to  the  extent  investment  and  infrastruc- 
ture would  spur  economic  growth.  Investment  in  this  area  is  most 
successful  when  it  serves  not  as  an  end  in  itself,  but  instead  pro- 
vides the  means  for  other  businesses  to  begin  and  to  grow. 

Investment  in  United  States-Mexico  border  infrastructure  has 
never  been  so  important  as  now  and  it  is  clear  that  the  North 
American  Free  Trade  Agreement,  known  as  NAFTA,  will  increase 
the  commerce  and  economic  development  along  our  southern  board. 

Yet,  our  infrastructure  cannot  handle  this  increased  traffic,  and 
as  trade  increases,  so  will  the  need  for  a  quality  transportation  net- 
work, and  environmental  protection  such  as  pollution  control  cen- 
ters and  wastewater  treatment  plsmts. 

Our  high  hopes  of  job  creation  and  economic  hopes  may  well  be 
dashed  without  investment  in  the  transportation  infrastructure 
around  our  Nation's  border  region.  Without  intermodal  transpor- 
tation systems,  roads,  bridges,  and  trade  will  be  stifled  aind  job  cre- 
ation limited. 

Studies  have  estimated  NAFTA  could  increase  the  number  of  ex- 
port-related jobs  from  60,000  to  over  1  million  by  1995.  These  are 
quality  jobs  with  high  wages.  Export-related  jobs  pay  around  17 
percent  more  than  the  average  U.S.  wage,  and  wise  investments 
now  may  result  in  the  creation  of  hundreds  of  thousands  of  quality 
jobs  for  Americans  in  the  future. 

In  addition,  significant  infrastructure  investment  in  the  border 
region  is  needed  to  keep  pace  with  growing  commercial  traffic. 
What  is  needed  is  an  intermodal  transportation  system.  Such  an 
investment  would  significantly  increase  the  mobility  of  goods  and 
services  throughout  the  border  area. 
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Infrastructure  investment  is  also  needed  to  protect  the  environ- 
ment. The  rapid  growth  of  industry  and  formation  of  shanty  tovms 
known  as  colonias  around  the  border  has  increased  the  need  for 
wastewater  projects,  pollution  control,  and  drinking  water  projects. 
That  is  a  very  serious  concern  because  of  the  advent  of  outbreaks 
of  cholera  amongst  these  communities. 

The  population  growth  around  the  border  has  created  the  need 
for  increased  investment  in  health  care.  At  this  time  doctors  are  re- 
quired by  law  to  provide  emergency  trauma  and  labor  delivery  care 
to  aliens  as  well  as  citizens  regardless  of  their  ability  to  pay.  School 
buses  actually  stop  at  the  Mexican  border  to  pick  up  children  to 
take  to  U.S.  schools. 

New  Mexico  and  the  entire  border  region  needs  service-delivery 
improvements  to  poor  and  rural  areas  and  increased  health  care  fa- 
cihties  and  disease  prevention  programs  that  address  the  growing 
needs  of  new  immigrants  and  their  families. 

At  this  time,  New  Mexico  and  Texas  do  not  have  the  medical  per- 
sonnel or  the  health  care  facilities  or  the  educational  funds  to  meet 
these  needs  or  ease  the  strain  upon  existing  facilities  and  health 
care  workers. 

The  best  infrastructure  investments  are  those  which  not  only  cre- 
ate short-term  jobs  but  those  which  provide  the  foundation  nec- 
essary for  significant  and  sustained  economic  growth  and  job  cre- 
ation. Investment  in  the  border  region  in  general  and  New  Mexico 
in  particular  will  accomplish  this  goal  in  an  unsurpassed  way. 

Before  the  United  States  can  reap  the  benefits  of  increased  trade 
with  Mexico,  we  must  have  the  infrastructure  necessary  to  sustain 
that  trade  and  take  advantage  of  the  resulting  opportunities  and 
growth  potential. 

Again,  I  appreciate  the  opportunity  to  address  this  committee, 
and  I  urge  you  to  invest  in  an  area  with  perhaps  the  greatest  needs 
and  potential  for  economic  growth  in  our  Nation  today. 

I  thank  you  for  the  opportunity  to  appear  before  you  today. 

Mr.  Wise.  I  definitely  appreciate  the  gentleman  appearing. 

You  have  brought  before  the  subcommittee  examples  that  we 
have  not  heard  previously,  those  along  the  border.  You  have  cer- 
tainly gotten  my  mental  wheels  whirring  on  this,  that  with  the 
likelihood  of  a  NAFTA  free  trade  agreement,  it  would  seem  that 
the  need  for  the  kind  of  infrastructure  spending  you  are  talking 
about  is  only  going  to  increase. 

Mr.  Skeen.  That  is  absolutely  correct.  The  pressure  is  already 
there,  because  we  have  had  the  Maquiladora  system  going  on, 
which  is  the  cooperative  effort  between  Mexico  and  the  United 
States  on  manufacturing.  We  have  already  experienced  a  tremen- 
dous strain  on  the  infrastructure,  and  particularly  in  the  area  of 
this  colonias  I  mentioned  in  text  of  my  presentation.  It  is  becoming 
a  health  hazard  and  there  is  no  way  to  control  it  other  than  to  pro- 
vide infrastructure  for  it,  particularly  in  the  sewage  and 
wastewater  treatment.  We  did  invest  it  in  that  particular  under- 
taking last  year  in  the  VA-HUD  Appropriations  legislation. 

Mr.  Wise.  It  is  also  my  understanding  from  my  colleagues  far- 
ther to  the  west  who  live  along  the  border  that  there  are  similar 
problems  in  California,  particularly  trjdng  to  treat  sewage  that  is 
flowing  from  Mexico,  and  working  with  the  Mexican  governments 
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to  deal  with  that  environmental  concern,  which  is  only  growing,  as 
I  understand  it. 

Mr.  Skeen.  Very  serious  problem,  and  it  is  growing  worse  day  by 
day.  We  appreciate  your  consideration  and  concern. 

Mr.  Wise.  Ms.  Molinari. 

Ms.  Molinari.  I  just  want  to  thank  Congressman  Skeen  for  com- 
ing. Obviously  those  of  us  who  are  from  other  areas  of  the  country 
analyze  NAFTA  from  a  much  different  perspective,  that  is  in  terms 
of  the  global  and  national  impacts,  and  really  fail  to  think  about 
the  particulars  that  are  going  to  make  it  work  or  make  it  not  work. 

I  think  you  raised  an  issue  that,  while  maybe  good  for  your  dis- 
trict, it  is  certainly  essential  for  New  York  to  gain  from  NAFTA. 
An  investment  must  be  felt  nationally,  if  we  are  going  to  support 
NAFTA  and  make  it  work  for  all  of  our  communities. 

Mr.  Skeen.  I  appreciate  the  sensitivity  and  the  perspective  that 
you  have,  because  a  lot  of  people  in  the  United  States  today  say, 
That  is  a  border  problem,  we  are  not  going  to  worry  about  it;  be- 
sides that,  you  are  taking  jobs  out  of  New  York  and  Ohio.  That  is 
not  the  case. 

The  case  is  it  generates  an  economy  that  spreads  nationwide  and 
becomes  a  nationwide  problem,  particularly  in  an  area  where  we 
are  hard  put  to  find  the  tax  dollars  because  we  are  small  popu- 
lation States,  in  most  cases  pubhc  land  States  with  a  very  small 
tax  base,  and  it  is  very  difficult  for  to  us  make  up  the  infrastruc- 
ture shortcomings  that  we  have,  particularly  when  it  involves 
health  problems  such  as  those  that  are  created  by  the  colonias. 

Ms.  Molinari.  I  think  we  have  all  got  to  develop  a  different  atti- 
tude. We  need  to  place  much  more  emphasis  on  becoming  export- 
ers. One  thing  that  seems  to  hamper  any  one  of  our  States'  abilities 
to  increase  exports  and  to  profit  from  it-,  is  our  infrastructure.  We 
have  not  come  up  with  an  ability  to  deliver  goods  in  an  efficient 
and  productive  way. 

You  have  got  us  all  thinking  of  perhaps  a  different  train,  if  you 
will  excuse  my  phrasing. 

Mr.  Skeen.  It  has  been  expanding  and  changing  drastically.  It 
is  going  to  be  an  ever  increasing  problem,  is  for  populated  States 
as  well  as  those  sparsely  populated. 

So  I  thank  you  for  your  concern  and  consideration  and  attention 
today. 

Ms.  Molinari.  Thank  you  for  your  testimony. 

Mr.  Wise.  You  have  broadened  my  horizons.  I  used  to  think  that 
border  problems  were  only  those  that  West  Virginia  had  with  Vir- 
ginia and  Maryland. 

Ms.  Molinari  mentions  exporting.  I  beUeve  Virginia  is  the  third- 
highest  exporting  State  in  the  Nation.  What  happens  in  NAFTA 
and  other  agreements  is  vital,  and  we  need  to  look  at  your  situa- 
tion as  an  investment  in  our  future. 

Mr.  Skeen.  We  are  such  a  wonderfully  large  coimtry  that  we 
tend  to  focus  on  just  those  resources  that  affect  us.  That  is  the 
value  of  having  a  Congress  situated  as  we  are,  with  the  attitude 
that  we  can  listen  to  each  other's  problems  and  help  out.  That  is 
what  makes  it  great  representing  people  from  areas  like  mine  in 
conjunction  with  people  from  areas  like  yours. 

Mr.  Wise.  We  greatly  appreciate  it.  Thank  you,  sir. 
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The  committee  has  one  more  witness  to  hear  from,  who  is  on  his 
way.  It  is  my  understanding  the  gentleman  from  Wisconsin,  Mr. 
Barrett. 

Mr.  Wise.  I  will  declare  the  committee  in  recess  pending  the  ar- 
rival of  the  next  witness. 

[Recess.] 

Mr.  Wise.  The  hearing  of  the  Economic  Development  Subcommit- 
tee will  resume. 

I  would  like  to  ask  unanimous  consent  to  leave  the  record  open 
for  a  period  of  a  week  so  that  any  Member  who  wishes  to  may 
present  a  statement  or  introduce  a  statement  into  the  record.  Hear- 
ing no  objection. 

We  would  like  to  have  join  us  the  gentleman  from  Wisconsin. 
You  are  not  late.  We  are  early.  And  we  appreciate  greatly  your  in- 
terest in  this  subject. 

It  is  our  hope  and  our  intention  that  there  will  be  a  short-term 
economic  stimulus  package,  of  which  a  significant  portion  of  that 
will  deal  with  infrastructure.  We  greatly  look  forward  to  your  ob- 
servations on  how  that  should  be  structured  or  what  should  be  in 
it,  any  thoughts  you  have. 

TESTIMONY  OF  HON.  THOMAS  M.  BARRETT,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  WISCONSIN 

Mr.  Barrett.  Thank  you,  Mr.  Chairman. 

Let  me  start  off  by  saying  this  is  the  first  time  I  have  appeared 
before  a  committee.  So  I  am  excited  to  be  here.  Please  keep  the  ap- 
plause until  I  am  done. 

I  want  to  thank  the  Chairman  and  the  Ranking  Republican 
Member  for  asking  me  to  appear  before  the  subcommittee  to  dis- 
cuss my  ideas  for  an  infrastructure  program.  Specifically  I  want  to 
address  an  area  of  infrastructure  that  is  in  dire  need  of  funding: 
our  schools  and  other  educational  facilities. 

I  know  you  have  heard  from  other  Members  and  Governors  who 
have  spoken  eloquently  about  the  need  to  rebuild  and  expand  our 
transportation  systems  and  to  initiate  projects  that  will  clean  up 
our  environment.  I  wholeheartedly  agree  with  those  sentiments 
and  agree  these  projects  must  be  important  elements  of  any  infra- 
structure program.  But  I  don't  believe  that  they  should  be  the  only 
projects  funded  through  the  program.  They  must  also  include 
schools.  And  our  schools,  especially  those  in  the  larger  cities,  need 
the  funds  badly. 

The  fact  is  that  many  young  people  are  not  receiving  the  edu- 
cation they  need  because  of  poor  facilities.  In  the  city  of  Milwaukee, 
which  I  represent,  some  kids  are  literally  being  taught  in  hallways 
and  boiler  rooms.  Some  6,000  children  are  not  able  to  receive  kin- 
dergarten education,  and  class  sizes  for  grades  1  and  2  are  much 
larger  than  recommended. 

I  know  it  is  as  bad  or  worse  in  other  communities  across  the 
country.  Unfortunately,  most  cities  do  not  have  the  tax  base  needed 
to  fund  their  educational  needs.  That  is  why  we  must  look  to  the 
Feder£il  Government  for  help. 

We  all  hear  a  lot  of  talk  about  how  we  are  losing  generations  of 
young  people  in  our  cities.  Obviously  one  of  the  reasons  for  this 
hopelessness  is  the  fact  that  our  public  schools  are  not  up  to  par. 
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I  think  it  is  a  sad  commentary  on  our  society  if  we  are  not  willing 
to  at  least  provide  the  facilities  kids  need  to  get  a  decent  education. 
This  is  not  a  new  idea.  Our  country's  last  infrastructure  program 
in  the  1970s  included  education-related  projects. 

I  beheve  it  is  time  once  again  to  improve  our  educational  infra- 
structure. What  better  way  to  invigorate  our  economy  and  at  the 
same  time  improve  our  children's  future? 
Thank  you. 

Mr.  Wise.  I  think  you  make  an  excellent  point.  One  of  the  pro- 
posals for  a  short-term  infrastructure  package  has  been  to  focus 
some  portion  of  monies  on  rehabilitation  and  renovation  of  existing 
structures,  whether  it  be  highways,  whether  it  is  water  treatment 
plants,  or  whether  it  be  public  buildings  such  as  schools.  And  it 
would  seem  to  me  this  is  an  area  that  you  could  quickly  get  the 
funding  in  and  out  school  rehab. 

I  know  in  my  State,  and  I  am  sure  it  is  the  same  in  yours,  par- 
ticularly in  rural  areas,  school  systems  right  now  are  going  through 
the  throes  in  many  cases  of  redistricting  and  consolidation,  in 
which  you  are  trying  to  take  two  or  three  older  schools  and  turn 
them  into  one  school,  a  new  facility  with  the  most  modem  advan- 
tages. But,  for  instance,  in  our  State  it  has  been  necessary  for  the 
State  to  come  up  with  its  own  building  fund  to  assist  in  that  and 
do  a  bond  issue.  This  would  seem  to  lend  itself  to  that  kind  of  effort 
very  well. 

Mr.  Barrett.  I  think  it  would.  And  for  some  districts— I  will  use 
mine  as  an  example  again.  I  have  a  very  compact  urban  district, 
so  we  don't  have  a  lot  of  roads.  To  the  extent  the  package  is  going 
to  be  an  economic  stimulus  package,  since  we  don't  have  a  lot  of 
roads  to  be  built  in  our  community,  if  we  are  going  to  share  in 
some  of  the  dollars,  this  is  part  of  the  infrastructure  where  we 
could  sink  the  dollars.  And  I  think  it  is  money  well  spent. 

Mr.  Wise.  One  of  the  ideas  brought  before  this  subcommittee, 
and  I  think  the  subcommittee  is  operating  under  as  well,  is  that 
there  ought  to  be  maximum  flexibility  to  the  local  areas,  that  they 
know  the  projects  best  for  that  area.  It  may  be  roads  in  one  area, 
sewage  treatment  in  another,  and  perhaps  in  your  case  school 
buildings.  And  as  long  as  they  meet  certain  basic  and  I  say  fairly 
broad  criteria,  they  would  qualify  for  that  money  for  the  short-term 
economic  stimulus  package. 
So  I  definitely  appreciate  your  appearing  here. 
I  turn  to  Ms.  Molinari. 
Ms.  Molinari.  Thank  you. 

I  want  to  welcome  you  to  Congress  and  to  this  committee.  Your 
perspective  is  not  isolated.  The  New  York  City  Building  Congress 
came  forth  to  testify  that  they  would  like  us  to  look  at  expanding 
the  definition  of  infrastructure  to  include  schools  and  public  hos- 
pitals and  other  public  buildings.  And  I  think  that  aside  from  just 
building  new  schools,  if  you  come  from  an  urban  area,  then  you 
share  in  the  same  problems,  health-related  problems  where  many 
of  our  schools  are  still  asbestos  laden,  and  last  year  this  committee 
and  several  other  committees  in  Congress  were  forced  to  not  look 
into  lead  in  schools  because  we  understood  that  the  municipalities 
could  not  handle  what  we  unearthed.  And  that  is  a  devastating  sit- 
uation to  put  any  elected  official  in. 
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I  think  maybe  this  might  give  us  an  opportunity  to  get  to  the 
bottom  of  what  we  need  to  do  to  improve  the  health  effects  of  the 
educational  environment  in  which  we  place  our  children. 

I  appreciate  your  comments. 

Mr.  Barrett.  Thank  you  very  much. 

Mr.  Wise.  The  first  shall  be  last  and  the  last  shall  be  first. 

Ms.  MouNARi.  We  forgot  to  applaud. 

[Mr,  Barrett's  prepared  statement  follows:] 

Statement  of  Congressman  Thomas  M.  Barrett 

I  want  to  thank  Chairman  Wise  and  ranking  Republican  member  Molinari  for  giv* 
ing  me  the  opportunity  to  appear  before  this  subcommittee  to  discuss  my  ideas  for 
an  infrastructure  program.  Specifically,  I  would  like  to  address  my  comments  to  an 
area  of  infrastructure  that  is  in  dire  need  of  funding — our  schools  and  other  edu- 
cational facilities. 

I  know  that  you  have  heard  from  other  Members  and  Governors  who  have  spoken 
eloquently  about  the  need  to  rebuild  and  expand  our  transportation  systems  and  to 
initiate  projects  that  will  clean  up  our  environment.  I  wholeheartedly  agree  with 
these  sentiments  and  believe  these  projects  must  be  important  elements  of  any  in- 
frastructure program. 

But  I  don't  believe  they  should  be  the  only  projects  funded  through  the  program. 
We  must  also  include  schools. 

And  our  schools— especially  those  in  the  larger  cities — ^need  the  funding  badly. 
The  fact  is  that  many  young  people  are  not  receiving  the  education  they  need  be- 
cause of  poor  facilities.  In  the  city  of  Milwaukee,  which  I  represent,  some  kids  are 
literally  being  taught  in  hallways  and  boiler  rooms.  Some  6,000  children  are  not 
able  to  receive  full  kindergarten  education  because  of  lack  of  facilities  and  class 
sizes  in  grades  1  and  2  are  much  larger  than  recommended. 

I  know  the  situation  is  just  as  bad  or  worse  in  other  communities  across  the  coim- 
try.  According  to  one  estimate,  there  is  a  need  for  $100  billion  in  school  construction 
and  repair  nationwide. 

Unfortunately,  most  cities  do  not  have  the  tax  base  needed  to  fund  their  edu- 
cationsd  needs.  That  is  why  we  must  look  to  the  Federal  Government  for  help. 

We  all  hear  a  lot  of  talk  about  how  we  are  losing  generations  of  young  people  in 
our  cities.  Obviously,  one  of  the  reasons  for  this  hopelessness  is  the  fact  that  our 
public  schools  are  not  up  to  par.  I  think  it  is  a  sad  commentary  on  our  society  if 
we  are  not  willing  to  at  least  provide  the  facilities  kids  need  to  get  a  decent  edu- 
cation. 

This  is  not  a  new  idea.  Our  country's  last  infrastructure  program  in  the  1970's 
included  education-related  projects. 

I  believe  it  is  time  once  again  to  improve  our  educational  infrastructure.  What 
better  way  to  invigorate  our  economy  and  at  the  same  time  improve  our  children's 
future? 

Mr.  Wise.  At  this  point,  let  me  just  say  this  concludes  a  series 
of  three  hearings  on  "Investing  in  Our  Nation's  Infrastructure," 
and  for  those  of  you  who  have  become  quite  attached  to  this  room, 
take  heart,  I  am  confident  it  will  not  be  the  last. 

The  subcommittee  will  now  begin  to  look  at  what  legislative  vehi- 
cle and  form  such  legislation  should  take,  and  in  terms  of  a  longer- 
term  package,  I  suspect  we  are  going  to  be  reconvening  very  short- 
ly on  that  issue  as  well. 

I  want  to  thank  the  staffs  on  both  sides,  Republican  and  Demo- 
crat, for  the  excellent  job  you  have  done  in  putting  together  these 
panels  on  such  short  notice  and  putting  all  this  together. 

I  declare  this  hearing  adjourned. 

[Whereupon,  at  1:35  o'clock  p.m.,  the  subcommittee  was  ad- 
journed.] 
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